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The Association of Commissioners 
Grows a Left Wing 


A new and significant development which lent a 

touch of color and drama to the recent gathering 

of the state regulatory bodies—as told by the 
official records. 


By DAVID LAY 


HE National Association of 
"T estrcad and Utilities Commis- 
sioners has sprouted a Left 
Wing. 
“Insurgent bloc” is perhaps a more 
accurate term to apply to it. 
Following the distinguished prece- 
dents established by the United States 
Senate, the House of Representatives, 
the state legislatures, and other delib- 
erative bodies, the national organiza- 
tion of public utility commissioners 
now includes within its ranks a small 
group of insurgents, who are more or 
less identified with the liberal-radical 
elements whose trend is toward the 


federalization of industry and the 
tenets of government operation and 
ownership. 


HIS new development, which took 
place not wholly unexpectedly 
but none the less dramatically at the 
recent annual gathering of the Asso- 
ciation in the historic city of Rich- 
mond, Virginia, which once before 
served as the headquarters of rebel- 
lion, is significant to both the state 
regulatory bodies and to the utility 
industry. 
Perhaps, too, it is for the best. 
That remains to be seen. Certainly 
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it reveals its promising aspects. It 
not only may tend to insure an even 
more intensive, if not heated, study 
of those controversial regulatory 
problems which are under scrutiny, 
but it also may serve to focus atten- 
tion upon those economic, legal, finan- 
cial, and political phases of state and 
Federal regulation upon which the 
foundations of the present system 
rests, and may bring to bear upon 
these important public questions the 
varied viewpoints which mark the in- 
surgent groups that have long served 
to leaven our economic bread. 


to fact that the Left Wing or 
insurgent bloc, as it might more 
properly be termed, is small—even 
smaller in proportion than the in- 
surgent bloc of the United States 
Senate—and is made up largely of 
newcomers into the ranks of the com- 
missioners, adds rather than detracts 
from the significance of its debut. 

It did not delay in making its in- 
fluence felt at the convention. Indeed, 
it registered its presence during the 
first session of the first day of the 
gathering, immediately following the 
brief report of the executive commit- 
tee. That report recommended the 
following procedure for conducting 
the work of the convention. To give 
a clear picture of the comments which 
followed its reading, the report is here 
given in full: 

Sessions: 

We recommend that the convention meet 
every morning at 10 o’clock and continue 


in session until adjournment, subject to mo- 
tion for recess. 


Order of Business: 

We recommend that the order of busi- 
ness shall be as set forth in the official 
program, subject to such changes as the 
convention itself may make. 
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Presentation of Committee Reports: 

_The chairman of each committee, or in 
his absence the ranking member, or his 
representative, shall present the report of 
his committee when called upon. 


Vacancies: 

In the absence of any committee mem- 
bers the president shall appoint substitutes 
to serve during the convention. 


Resolutions: 

All resolutions presented on the floor 
shall be referred to the appropriate com- 
mittee without debate. Those not relating 
to the work of existing committees shal] 
be referred to the executive committee for 
consideration, also without debate. 


Session Committees: 

We recommend that the president, on the 
second day of the convention, appoint the 
following committees to serve during the 


sessions: 
Committee on Time and Place, of five 


members. 
Committee on Resolutions and Memori- 


als, of seven members. 


Roll Calls: 

A division shall be taken on the demand 
of three members, and upon division the 
record shall show the number of voting on 
each side. Ayes and noes shall be taken 
on the demand of five members. In case 
of a contested election for any office, the 
ballot shall be by a call of the roll. 


Rules: 

If any parliamentary questions shall arise 
during the convention, they shall be settled 
in accordance with Robert’s Rules of 
Order. 

MOTION was made and seconded 
that this report be accepted. 

“The convention has heard the mo- 
tion,” announced the presiding officer, 
General Harvey H. Hannah, “what 
shall we do with it?” 

At this juncture rose a small, white- 
haired gentleman with a determined 
jaw, from the state of Governor 
Franklin D. Roosevelt. He strode de- 
liberately down the aisle, faced the 
presiding officer and identified himself 
simply : 

“Maltbie of New York.” 

From the official records of the con- 
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vention will be found the following 
account of the scene which was then 


staged : 


Mr. Mattsie (Chairman of the Pub- 
lic Service Commission of New York): 
Mr. President, I rise to ask a question. 
Do these rules govern the executive 
committee session tomorrow after- 


noon? 


Mr. J. J. MurpHy (Chairman of the 
executive committee): In that connec- 
tion, I think you all realize that this 
so-called executive session is, perhaps, 
an innovation so far as this Association 
is concerned. Matters will be treated 
informally there, and matters may be 
discussed in any way that it is deemed 
wise by the individual members or the 
body collectively. It seems to me that 
it might be well that formal action be 
not taken at that executive session but 
that arrangements be made, if formal 
action is necessary to have such matters 
presented to the entire convention as- 
sembled as usual. That is the way 
that I would like to see it work out. 
And I want to get this thought to you 
now (it probably is not a direct answer 
to your question, Chairman Maltbie) : 
that this attempt is made in response 
to suggestions of different members in 
the past years that they had some things 
they wanted to discuss with commis- 
sioners only and it was thought 
that those matters could have more 
direct attention if we had this executive 
session than otherwise. But I would 
think that, as far as that executive ses- 
sion is concerned, there will be little 
need of an absolute reliance on Robert's 


Rules of Order, or anything else so far 
as the rules are concerned. Do I make 


that clear? 

Mr. Mactsre: Mr. Chairman, I 
don’t think, with all due respect, that 
the question has been answered. 

These rules prohibit any action being 
taken without reference to the rules of 
the executive committee. That is, if I 
understood the rules, the Association 
can do nothing except to refer resolu- 
tions to the executive committee. Now, 
if that procedure is to apply to the 
executive session or the committee of 
the whole, whichever you wish to call 
it, it means that nothing can be done 
at that session except to discuss matters 
and that then everything will go to the 
executive committee. I would like to 
know whether it is the purpose of the 
executive committee, in their recom- 
mendations, to make those rules apply 
to that session and bring about that 
result. 


Mr. Murpuy: I think that, perhaps, 
that is a phase that the executive com- 
mittee did not go into in detail. My 
judgment on it, however, would be that 
it is the sense of the executive commit- 
tee that the mere holding of this execu- 
tive session does not in any manner 
change the method of procedure of the 
Association and that the proposition as 
to the submission of resolutions to the 
main body should be handled in the 
same way as if there had been no 
so-called executive session. The pur- 
pose of the executive session is to make 
possible an absolute discussion on the 
merits of these things that have come 
up by the commissioners, and then 


e 


“FoLLowinG the distinguished precedents established by 
the United States Senate, the House of Representatives, 
the state legislatures, and other deliberative bodies, the 
national organization of public utility commissioners now 
includes within its ranks a small group of insurgents, who 
are more or less identified with the liberal-radical elements 
whose trend is toward the federalization of industry and 
the tenets of government operation and ownership.” 
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follow the regular procedure. If it is 
the law of the convention that a resolu- 
tion shall go to a specific committee, or 
to the executive committee, it would be 
my judgment, unless the Association 
changes that, that that rule would con- 
tinue to apply. 


Mr. Matcrtsie: I still haven’t an 
answer to the question as to whether 
this report means that at the executive 
session no action can be taken by the 
convention at that time. That is the 
point I would like to have an answer 


upon. 


T this point rose Commissioner 
Andrew R. McDonald, of Wis- 


consin. 


Mr. McDonatp: I would like to 
call your attention to the fact that when 
this body meets in executive session it 
is still the convention and can take 
any action it desires to take. 


Down the aisle, at this juncture, 
rolled in his wheel chair the frail but 
indomitable figure of one of the most 
experienced and venerable of the state 
commissioners, W. D. B. Ainey of 
Pennsylvania. Aided to his feet by 
his attendant, Judge Ainey faced the 
presiding officer and in clear and 
resonant voice addressed General 
Hannah. Again to quote from the 
official records: 


Mr. Atney: But, Mr. President, it 
cannot bind the Association until the 
action is taken on the floor of this 
house. I think the resolution presented 
by Mr. Murphy is very clear and ought 
not to cause any perturbation on the 
part of my distinguished colleague from 
my neighboring state. of New York, 
Chairman Maltbie. We have followed 
the rules which are here prescribed for 
many years; and not only this body but 
every legislative body that tries to pro- 
ceed according to reasonable forms, and 
to avoid confusion in the handling of 
its business, handles it in this wise. 





If I may be permitted a further word, 
it would be only to say that, of course, 
the meeting of the executive committee, 
as Mr. Murphy has mentioned, is to be 
a clearing house for the good things 
and the bad things and all the other 
things; and in coming out of that the 
executive committee can, in its wisdom, 
bring back on the floor of this conven- 
tion anything that will enlighten the 
members of this distinguished body. | 
had not hoped to take my feet in order 
to make any address before this con- 
vention, but I thought that this might 
be a proper place to do so and throw 
a little light on the matter because of 
the fact that our friends from New 
York, who have not usually honored 
us for many years past, are not quite 
so familiar with our method of pro- 
cedure as they otherwise might have 
been. (Applause.) 


But again Mr. Maltbie insisted. 


Mr. Matrsie: Mr. President, I wish 
to have a ruling from the chair as to 
whether at the executive session, or the 
committee of the whole, any action may 
be taken and a vote taken at that time 
on any resolution that is presented. 


_ his wheel chair Judge Ainey 
again addressed the presiding of- 
ficer : 


Mk. Arney: I call for a point of order, 
Mr. Chairman. The gentleman is ask- 
ing for a rule to be made by the presi- 
dent of our Association with respect to 
the conduct of business at our executive 
committee which, under our constitu- 
tion, is presided over by our vice presi- 
dent, Chairman Murphy, and he is the 
one to decide and to enlighten the 
gentlemen from New York. I call for 
the question. 

PrEsIDENT HANNAH: I sustain the 


point of order, and the gentleman from 
New York is out of order. 


Then from the center of the as- 


semblage rose the youthful figure of 
David E. Lilienthal, the newly ap- 
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“Wes it the purpose of the party of protest merely to 
make a gesture, knowing that its attempts to ‘reform’ 
or to reorganize the methods and policies of the Association 
would meet defeat and by this very fact serve to make 
political thunder for its sponsors by demonstrating that its 
efforts were futile, and thereby serve as evidence that the 
present system of state rgulation had ‘broken down?” 





pointed commissioner from the state 
of Governor LaFollette—Wisconsin. 


Mr. LitrentHaL: Mr. President, I 
would like to ask a ruling from the vice 
president upon the question put by 
Chairman Maltbie. 


The gavel of the presiding officer 
came down upon the desk with a 
bang. 

PresipeENT HANNAH: He will rule 
on it when they have the executive ses- 
sion and he is presiding. I am running 
this convention now. (Applause.) 


Commissioner Lilienthal sat down. 


Sey the effort to change the or- 
der of the procedure of the con- 
vention, with all of the consequences 
which such innovations would have 
entailed, was ended. 

The fact that both of the commis- 
sioners who participated in this initial 
effort were so newly appointed to of- 
fice—(by governors, it may be ob- 
served, who have been frankly iden- 
tified with policies for establishing 


their states in public utility enter- 
prises)—that they were not recog- 
nized by their fellow commissioners, 
was not without its significance. 

Was their effort prompted by a de- 
sire to establish themselves in the 
councils of the Association and to ac- 
quire a voice on the committees, with 
the purpose of paving the way for a 
program of government operation? 

Or was it the purpose of the party 
of protest merely to make a gesture, 
knowing that its attempts to “re- 
form” or to reorganize the methods 
and policies of the Association would 
meet defeat and by this very fact 
serve to make political thunder for its 
sponsors by demonstrating that its ef- 
forts were futile, and thereby serve 
as evidence that the present system of 
state regulation had “broken down?” 

Were the government ownership 
elements beginning to “bore within” 
the Association itself? 

These were but some of the perti- 
nent questions that were asked about 
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the corridors of the convention hall as 
the meeting proceeded about its busi- 
ness and the plans of the newly 
formed insurgent bloc became further 
revealed. For it became gradually 
apparent that their activities were nei- 
ther haphazard nor casual; they were 
obviously acting in accordance with a 
prearranged schedule and in con- 
formity with a plan that became more 
clearly defined. In this respect they 
followed the general formula which 
has so long been observed by the in- 
surgent bloc of Congress. 


ig is a formula of protest—partic- 
ularly and specifically of protest 
against the established order ; against 
prescribed practices; against consti- 
tuted authority. It is a formula that 
has been both baneful and benefiting. 


Certainly it has often aroused waning 
interest and overcome inertia when 
action has been demanded and broken 
down conventions that have outlived 


their usefulness. While state regula- 
tion of public utilities is yet too new 
to be overcharged with long-inherited 
deadwood, nevertheless the growth of 
utility service has been so rapid and 
our economic and political changes 
have taken place with such bewilder- 
ing frequency that our mental ap- 
proaches may at times appear to have 
approached what the liberal mind re- 
gards as standardized forms. The in- 
surgent attitude has often been a po- 
tent factor in searching out newer and 
better solutions to old problems. It 
has, by the same token, been a potent 
factor in establishing the soundness 
of conservative doctrines that have 
successfully stood the practical test of 
experience. 

The intrusion of this new note of 


protest into the deliberations of the 
national association of the state com- 
missioners has already proved to be 
stimulating. It may also prove to 
be valuable. Much depends upon the 
caliber, the judgment, and wisdom of 
its proponents. 


HE keynote of protest sounded at 
the opening session of the Asso- 
ciation was again heard when the re- 
port of the Committee on Statistics 
and Accounts of Public Utility Com- 
panies was read by its chairman, Mr, 
E. V. Williamson, of West Virginia. 
And again the dissenting opinion 
was registered by the chairman of the 
New York commission, who here also 
had acted in collaboration with the 
commissioners from Wisconsin and 
with the aid of Mr. John H. Bickley, 
formerly an accountant with the Fed- 
eral Trade Commission and now as- 
sociated with the Wisconsin commis- 
sion. 
The note of protest was heard yet 
a third time when the secretary of the 
Association, James Blaine Walker, 
read his report as Chairman of the 
Committee on Publication of Com- 
missions’ Decisions. And for the 
third time it was the chairman of the 
New York commission who took the 
floor, this time to voice his objections 
to the methods of publishing the de- 
cisions, which from the beginning, 
sixteen years ago, have been so ably 
handled by Public Utilities Reports, 
Inc. This method of procedure for 
publishing the commissions’ decisions 
has become so firmly established and 
so universally approved as to make 
attempts to disrupt its continuity ap- 
pear to be but another insurgent 
gesture. The temper of the conven- 
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tion was so definitely at variance with 
the views of the New York commis- 
sioner that his resolution for with- 
drawing the Association’s endorse- 
ment of Public Utilities Reports, An- 
notated, as well as of the magazine, 
Pustic UTILITIES FORTNIGHTLY, 
was promptly voted down viva voce. 


Y” another proposed controversy 
was expected to be centered 
about the pending Federal regulation 
of interstate gas lines—a controversy 
that was forecast at the Association’s 
convention a year ago. 

At that time the Kansas commis- 
sioners were in favor of Federal reg- 
ulation of natural gas interstate rates. 
Their attitude was then based upon 
the fact that the state commission did 
not have the power to fix the wholesale 
rate charged by outside producing 
companies to local distributing com- 
panies. As that was solely a Federal 
government function, the Kansas 
commission felt itself powerless to 
protect the customers of the local dis- 
tributing companies from excessive 
prices which could thus be passed 
along to the consumer. 

But two recent decisions of the Su- 
preme Court, as interpreted by the 
Kansas Commission, which may re- 
quire the producing company to jus- 
tify the interstate price to the dis- 
tributing company on the basis of 


reasonable cost of the service, has 
changed the attitude of that commis- 
sion, which now believes that such 
regulatory functions should be re- 
tained by the states themselves, and it 
so reported to the Association. The 
withdrawal of the Kansas commis- 
sion’s proposal leaves the Association 
solidly aligned against Federal regula- 
tion of both gas and electricity. 

Gossip about the Convention Hall 
also brought out that the insurgent 
bloc in the executive session of the 
convention urged two other measures 
of protest against the established 
order; first, that no persons outside 
the ranks of the commissioners them- 
selves should be permitted to address 
the conventions, and, second, that, 
in the future all conventions should 
be held in Washington, D. C. Both 
proposals were overruled after long 
discussion. 


Bae appearance of an insurgent 
group in the Association has un- 
doubtedly added a new interest to its 
proceedings, which in recent years 
have been very harmonious. Whether 
this group within the Association will 
grow into an influential, constructive 
force, or merely a party of protest, 
whose activities are to be largely con- 
fined to attempts to upset the state 
regulatory commissions’ apple cart, 
the future will reveal. 





Facts Worth Noting 


Durinc the decade since 1921 the earnings of the railroads have 


decreased by $173,500,000. 


” 


Over 3,250,000 customers in the United States own stocks in the 


utility companies that serve them. 
* 


* 


Accwents in the light and power industry result in an annual direct 
loss of $7,500,000 and a combined direct and indirect loss of $25,000,000. 
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Remarkable Remarks 





“There never was in the world two opini 


Harry Carr 
Newspaperman of Los Angeles. 


W. E. RicHMonp 
Public utility man of San Diego. 


Epwin Gru 
Vice president and general mana- 
ger, North American Company. 


Gerorce RotHWwELL Brown 
Newspaper columnist. 


R. E. McDonNeELL 
Engineering consultant. 


Avsert C. RITCHIE 
Governor of Maryland. 


MarsHALL E. SAMPSELL 
Vice president, National Electric 
Light Association. 


Wutram L. Ransom 
New York lawyer. 


CuHartes A. WILSON 
President, Chicago Live Stock 
Exchange. 


Joun Sparco 
Lecturer and writer. 


alike.” 
—MonTAIGNE 


“What is killing the railroad business is the bootleg 
truck.” 
* 


“Business success nowadays is attained in spite of 
political racketeering.” 
e 


“The electric utilities have displayed an inherent ca- 
pacity to absorb the shocks of depression.” 


- 

“Only the first one of the railroads built in the United 
States has been scrapped so far, but give the bus and 
truck time.” 

2 


“The avowed plan and definite program of private 
utility interests is to wipe out public ownership of light 
and power plants.” 


“I do not believe there are many instances in which 
state regulation will not amply suffice rather than any 
form of state ownership.” 


* 


“To overcome communistic undertaking by all legiti- 
mate means is the common responsibility of every man 
and woman in the electrical industry.” 


-_ 
“Why the clamor for a mechanistic standardization in 
the utility field, which perhaps needs most to emphasize 
reasonableness, progress, and fair play?” 


* 


“Socialism is about 85 per cent of the driving power 
that puts government in business. The other 15 per cent 
originates in the desire to build up patronage for a 
political machine.” 

a 

“Of hundreds of investigations made in this country 
not one has shown the slightest superiority of govern- 
ment enterprise over private enterprise when fairly 
judged upon equal basis.” 
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Ep. Howe 
Philosopher and newspaperman. 


MeErte THORPE 
Editor, “Nation’s Business.” 


bootleg 


mite of T. J. Smite 


Editor, “So the People 
May Know.” 


Merun H. AYLESworTH 
President, National Broadcast- 
ing Company. 


Epwarp F. Fiynn 
Assistant counsel, Great Northern 
Railway. 


Sam OrnItTz 
Scenario writer. 


Grorce M. BourguiIn 
Federal Judge, (in a recent 
utility decision). 


GLENN FRANK 
President, University of 
Wisconsin. 
untry 
vern- 
fairly 


“The radicals get their arguments in the newspapers 
every day, and in almost every public speech, but the 
conservatives are not heard except every five or six 
years, when there is a panic.” 


° 


“Politics has some matters in its own field which have 
been on the calendar for a long time. Common sense 
would dictate these be cleaned up before taking on more 
responsibilities in the business field.” 


> 


“One of the hopeful signs of our fight against util- 
ity evils is that politicians and office seekers are taking 
up arms against powerful utility interests and are fight- 
ing to free the country from their greed.” 


“We may look forward to an early television supple- 
ment to our sound broadcast programs, in which 
speaker, singer, or artist will appear on the home tele- 
vision screen as a purely optional feature.” 


* 


“This old affair of governmental encroachment on 
business is a sort of a vicious circle objected to by 
most of us who call ourselves good citizens, unless we 
ourselves are directly benefited by a grab at the gov- 
ernment’s cash box.” 


o 


“Tnsull has the power to crush Capone in five seconds, 
but the Booze and Brothel Monopoly flourishes side 
by side with Insull’s Power and Political ‘tonopoly 
because Capone’s expert machine gunners are needed 
in the country-wide program on wages.” 


> 


“When the state launches two (utilities) upon the 
sea of competition and the plank of patronage will sup- 
port but one, it can not in reason deny them the right 
of necessity to fight to a finish for financial life, even 
as may two castaways at sea battle to the death for the 
spar which will support but one, without any wrong to 
the survivor attaching.” 


aa 


“In the field of industry, the machine order—which 
makes goods and produces wealth—has been astound- 
ingly successful, only to find its success turned into 
defeat because the economic order—which has to do 
with using goods and distributing wealth—has not been 
able to make wise use of the marvelous efficiency of the 
machine order for the benefit of all.” 
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Why “Going Value” Should Be 
Discarded in Rate Making 


The article, “Going Value,” by T. J. Tingley, in Pusiic Urmrries Fort- 
NIGHTLY for April 30, 1931, is an excellent presentation of the prevailing 
authoritative opinion on the subject. It is an opinion, however, with which 
the present writer is in complete disagreement. The whole course of 
regulatory experience rises to refute the contention that going value consti- 
tutes a “simple problem”; the measurement of no other item in the entire 
range of valuation practice has proved more baffling or productive of more 
irreconcilable differences of opinion. The solution proposed by Mr. Tingley 
offers no prospect of alleviating the situation. This is not strange since 
he has set himself a task incapable of successful accomplishment; the 
difficulties are inherent and insuperable, as they are bound to be when one 
seeks to value for rate-making purposes an item which for those purposes 
does not properly belong in the value-base. The simplification of this 
problem can be achieved only by eliminating it; by recognizing that rate 
valuation holds no place for going value. 


By BEN W. LEWIS 
ASSISTANT PROFESSOR OF ECONOMICS, OBERLIN COLLEGE 


T the outset, let us be clear that 
“rate value” and “sale value” 


are two distinct concepts, di- 


—AvutTHor’s Note 


this return is a function both of the 
“rate value” and of the “rate of re- 
turn.” 


rected to the satisfaction of separate 
and incompatible purposes and meas- 
ured and established by altogether 
different criteria. 

In arriving at “sale value,” earn- 
ings (what can be gotten out of the 
property) are a prime consideration, 
whereas in determining “rate value” 
it may now be taken as elementary 
that cost (what has gone into the 
property) must be the ruling factor. 

Furthermore, in rate regulation, the 
concern of the interested parties is 
with the return to the investor, and 


In sale negotiations, value is the 
only figure in issue, and all items, if 
they are to receive consideration at 
all, must find their way into the sum 
reached ; in rate proceedings, value is 
one of two figures in issue, and it is 
both possible and frequently desirable 
to allow for certain matters in the 
rate of return rather than in the rate 
value. 


W: are told that the problem of 
going value is similar in every 
significant respect to the problem of 
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placing a value upon the physical 
items ; this, we may be assured, is not 
correct. Going value, as a capital 
item, is a “sale value” concept, differ- 
ing essentially in nature from the 
physical items. True, it is probably 
not identical with “good will,” but it 
is a blood relative and its denial to a 
place in the rate base is grounded in 
the same considerations which have 
precluded the acceptance of good will 
for the past twenty-five years. In- 
deed, going value may quite appro- 
priately be termed the lineal successor 
to good will, since claims for going 
value allowances became really urgent 
only after it was made clear that al- 
lowances for good will could no 
longer be had. 

Both good will and going value are 
based upon and find their only correct 
and accurate measure for inclusion in 
the capital account, in earnings. And 
earnings, as all authorities agree 
(formally, at least), may not be used 
to determine a rate base upon which 
earnings for the future are to be 
calculated. This means, concretely, 
that going value, as measured by 
“capitalization of net earnings in ex- 
cess of those sufficient to pay a fair 
return on structure value,” by the 
“comparative-plant method,” or by 
the exercise of “judgment as to what 
the business would be worth to a 
prospective purchaser,” must be per- 
manently discarded as incompatible 


with the essential purposes and equi-* 


ties of rate regulation. And it means, 
further, that such considerations as 
“profitableness of the enterprise,” 
“earning power with low rates,” 
“business attached,” “fine public rela- 
tions,” “credit,” “nature of the com- 
munity served and certainty of future 


growth,” “desirability as compared 
with other properties,” no one of 
which has the least significance apart 
from its reflection in earning power, 
and no measure, other than the net in- 
come of the company, must likewise 
be permitted to have no influence up- 
on the determination of the earning 
base. 


B™ does not the creation of a go- 
ing business involve expenditure 
corresponding to the outlay in the 
physical plant? 

And should not this cost, exactly as 
the cost of the physical items, be in- 
cluded in the rate base? 

Contentions of this sort have ordi- 
narily manifested themselves in two 
forms: 

(1) Claims for the capitalization 
of early deficits ; and 

(2) Claims for the inclusion in rate 
value of amounts spent for advertis- 
ing, demand creation, employee train- 
ing, and other items. 


I’ going value is to be recognized as 
a proper element in the rate base, 
there is much to be said in favor of 
the “early deficit” method, under the 
terms of which the net amount by 
which the earnings of the utility, dur- 
ing the first few years after it com- 
mences operations, fail to cover ex- 
penses, depreciation, and a fair return, 
is added to the capital account as so 
much additional investment made 
by the owners. Nevertheless, the 
writer is quite willing to follow others 
in withholding endorsement of the 
method. But this conclusion is not 
based on the proposition that “value” 
is neither created nor properly meas- 
ured by “losses” ; we are not here con- 
cerned with value in any sense which 
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makes this proposition valid. The 
conclusion arises, rather, from the 
fact that early deficits are more prop- 
erly to be considered as risks of the 
game and hence to be compensated for 
in the rate of return, not in the earn- 
ing base. Not that these deficits 
should be amortized; they should 
simply be classed among those uncer- 
tainties of investment which, at the 
time capital is committed to the enter- 
prise, must be counterbalanced by the 
possibility of gain. 

It is the peculiar task of the rate of 
return in our economic society to per- 
form this function; there should be 
held before the prospective investor 
in public utility stocks the possibility 
of a rate of return sufficiently high to 
induce him to accept the burden of in- 
vestment under all the circumstances, 
including the possibility that for the 
first few years net profits will not, in 
fact, appe 


Ae. reasons for not ac- 
cepting the early deficit method 
lie in the fact that the investors who 
really experienced the losses in ques- 
tion have now for the most part 
passed from the picture and their suc- 
cessors have no equitable claim to rec- 
ompense for sacrifices not personally 
incurred, and in the administrative 
difficulties inherent in any attempt to 
distinguish between “natural” deficits, 


and losses due to questionable man- 
agement. 

It should be added, however, that 
the decision of the Supreme Court in 
the Galveston Case does not operate 
to bar the use of the “early deficit” 
method; the force of the decision is 
merely to bar claims of unconstitu- 
tionality raised by utilities in instanc- 
es where regulatory authorities prefer 
not to employ the method. None the 
less, most of the support which this 
method was once able to rally has in 
recent years been largely dissipated. 


g ibs measure going value by the 
amounts expended (or which 
would be expended in the event of re- 
production of the plant) for adver- 
tising, soliciting, | demonstrating, 
training of employees, organizing of 
records, and so on, is to charge to the 
capital account for rate-making pur- 
poses expenses ordinarily and more 
properly charged to the operating 
account. 

We are not concerned here with ac- 
counting technique, yet it is safe to 
assert that until strong reasons to the 
contrary are advanced, sound and 
conservative accounting practice 
should not be set aside for the sole 
purpose of padding the rate base. 
This is not, as some have asserted, to 
wipe out value through accounting 
methods; whether “value” has result- 


e 


reproduction cost or the actual cost (preferably the latter) 


g “FAIR VALUE for rate purposes should be constituted by the 


of the physical plant, less depreciation, plus overheads, plus 
market value or cost of land; and this figure should be 
accepted as ‘fair value’ not because it includes going value, 
but because it definitely, expressly, does not include the 
item.” 
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ed from these expenditures and 
whether it is not the property of the 
owners of the plant have no bearing 
on the issue here involved. The ques- 
tion is, simply, how are these costs, 
necessarily incurred as soon as opera- 
tion begins, to be compensated for? 
By regarding them as investment on 
which returns are to be paid, or as 
operating expenses to be specifically 
provided for in the prices charged to 
consumers, and returned to the com- 
pany over regular intervals? It is 
clear that there can be no valid claim 
to the use of both methods for the 
same expense, and it should be equal- 
ly clear that sound accounting consid- 
erations which demand the second of 
these methods should not be strained, 
lightly, to permit the employment of 
the first. These expenses are similar 
in all respects to funds spent by the 
utility for materials and services used 
in everyday operation such as coal and 
labor ; returns to cover these latter ex- 
penditures are earned lawfully, any 
resulting “value” is “rightfully the 
property of the company.” 

Yet no one has ventured to urge, at 
least up to the present time, that the 
coal and wages bills be incorporated 
into the rate base. 


eee the general aversion toward 
arbitrary percentage allowances 
for going value the writer is in com- 
plete agreement. This, it will be ap- 
preciated, could scarcely be otherwise ; 
if going value allowances find no jus- 
tification in either commercial or cost 
considerations, there remains nothing 
on which their existence or measure 
may validly be based. Surely, in this 
situation, to inflate the rate base by 
the injection of an arbitrary percent- 


age figure is nothing but an act of 
desperation. 

This, be it noted, is not to endorse 
the contention that going value is ful- 
ly measured and included within the 
limits of an actual investment or re- . 
production cost valuation of the phys- 
ical plant—that unless the plant were 
assumed to be a “going concern” it 
could be appraised only at its “junk 
value.” To include going value one 
must measure it, and if the item is 
possessed of any reality it is to be pre- 
sumed that its amount will vary in 
different properties and in different 
situations. To contend that going 
value in the commercial sense (and 
it is in the commercial sense that this 
proposition proceeds), is always 
measured by the difference between 
the junk value of the physical prop- 
erty and its reproduction cost or the 
actual investment therein, is simply to 
indulge in an unwise rationalization 
of a very wise conclusion. “Fair 
value” for rate purposes should be 
constituted by the reproduction cost 
or the actual cost (preferably the lat- 
ter) of the physical plant, less depre- 
ciation, plus overheads, plus market 
value or cost of land; and this figure 
should be accepted as “fair value” not 
because it includes going value, but 
because it definitely, expressly, does 
not include the item. 

The factors or conditions which 
going value has been molded and 
twisted to represent in the past, in so 
far as they are entitled to recognition 
in utility earnings at all, are much 
better taken care of in the operating 
accounts or in the rate of return. Go- 
ing value per se should be openly and 
flatly rejected as unsuitable for in- 
clusion in the base upon which utili- 
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“Going Value” Should Not Be Computed with Items of 
Expense that Should Be Charged to Operation 


$ mal ap measure going value by the amounts 
expended (or which would be expended 
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in the event of reproduction of the plant) for 
advertising, soliciting, demonstrating, training 
of employees, organizing of records, and so on, 


is to charge to the capital account for rate- 
making purposes expenses ordinarily and more 
properly charged to operation.” 





ties are entitled to earn their profits.’ 


B UT suppose it be conceded that in 
so far as going value is meas- 
ured by earnings it has no place in the 
earning base, and that sound policy 
dictates the use of the rate of return 
and the operating accounts to care for 
any cost items which it may be 
deemed to represent; in short, that 
going value should, as a matter of 
sound public policy, be completely 
eliminated from value for rate-mak- 
ing purposes. 

What chance is there that this pol- 
icy will be accepted as constitutional 
—as “nonconfiscatory”—by the Su- 
preme Court? 

Must a rate base include a separate 
or substantial allowance for going 
value in order that rates calculated 
thereon may not be proscribed by the 
courts as confiscatory ? 


1 And if it be urged in individual instances 
that equitable circumstances peculiar to the 
case in question demand an allowance in the 
rate base for going value, and if equity does 
in fact require that an allowance be made, 
let us include whatever sum is proper but let 
us designate it according to its true charac- 
ter—an “equitable allowance”—and not con- 
fuse the issue by calling it “going value.” 
Effective regulation will be served by dis- 
carding the name as well as the concept. 


It is on this point that Mr. T. J. 
Tingley (in his article in the April 
30, 1931, issue of this magazine) is 
least convincing. He cites the Omaha, 
Denver, and Indianapolis Cases as 
authority for the assertion that sepa- 
rate allowance must be made for go- 
ing value, and passes hastily over the 
Des Moines Case with the comment 
that it is probable that the court was 
laboring under a misapprehension in 
this proceeding. It is a matter of 
record that the Des Moines Case is 
the one proceeding in which the con- 
stitutionality of a denial of a separate 
allowance for going value has been 
before the court in unmistakable 
terms, calling for a clear decision on 
this issue alone. 

The Omaha decision was concerned 
with valuation for sale rather than 
rate purposes; one ought not to be 
forced to point out again that such 
a decision has no logical or practical 
applicability to the present discussion. 
In both the Denver and the Indianap- 
olis rate cases, other issues bulked 
far larger than did the matter of go- 
ing value; the rates in question were 
confiscatory quite apart from their 
failure to reflect a separate (or suffi- 
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cient) allowance for going value. In 
significant distinction we have the set- 
up in the Des Moines Case as out- 
lined by the court: 


“We think the master intended to value 
the property at $2,240,000 exclusive of the 
$300,000, which, as we have said, he was at 
first disposed to allow for going value. 
. . . We think too, that it was the mas- 
ter’s conclusion that, if the $300,000 which 
he was at first disposed to allow, as stated, 
or the $140,000 for paving [the only other 
item in dispute] were included, the valua- 
tion of the plant would be such that a fair 
return could not be made upon the value 
of the property, and, therefore, thé com- 
pany would be entitled to a decree in its 
favor. It, therefore, follows that the de- 
termination of the correctness of the de- 
cree below, confirming the master’s report, 
depends upon and requires a consideration 
of these two items.” 


And, of even greater significance, 
we have the conclusion of a unani- 
mous court on the issue thus sharply 
defined : 


“ . . When, as here, a long-established 
and successful plant of this character is 
valued for rate-making purposes, and the 
value of the property fixed as the master 
certifies upon the basis of a plant in suc- 
cessful operation [reproduction cost less 
depreciation], and overhead charges have 
been allowed for the items and in the sums 
already stated [typical overheads, 15 per 
cent, plus allowances for working capital, 
real estate, meters in stock, and organiza- 
tion expenses], it cannot be said, in view 
of the facts in this case, that the element 
of going value has not been given the con- 
sideration it deserves and the appellant’s 
contention in this behalf is not sus- 
tained.” 2 


This is scarcely the language either 
of misapprehension or equivocation. 


Ries writer would be the last to 
attempt a prediction on the basis 
of the decisions and opinions at hand 
as to the action the Supreme Court 
would take with reference to an ex- 
plicit exclusion of going value at the 
present time. There is ample reason 


*Des Moines Gas Co. v. Des Moines, 238 
_ 153, 162, 170, P.U.R.1915D, 577, 582, 


to believe, however, that the court is 
ready to validate a flat rejection of 
going value supported and measured 
by market considerations; further, if 
it were shown that the operating ac- 
counts and the rate of return were be- 
ing employed to provide for any 
claims advanced for going value on a 
legitimate cost basis, it is difficult to 
believe that the court would invoke 
the Federal Constitution to forestall 
such a program. And the Des Moines 
decision could be cited (appropriate- 
ly, for once) as clear authority. 


HE writer has reserved to the last 

a discussion of the constructive 
proposal—the particular avenue of 
escape from all our going value dif- 
ficulties suggested by Mr. Tingley. 
Going value, it is contended, can best 
be measured (and allowed for rate 
purposes ) by a “consideration” of the 
amounts “actually expended for the 
purpose of attaching business” and 
the amounts “it would be necessary 
to spend to attach such a business 
within a development period of rea- 
sonable duration if the plant were re- 
produced today.” 

The weight to be accorded to each 
of these factors is “a matter of sound 
judgment.” This article has dealt 
above with “cost” measures of going 
value, and has expressly denied their 
validity for the purpose in hand. Ob- 
viously two measures, each unsound 
and, furthermore, mutually incompat- 
ible and supported by diametrically 
opposed considerations of theory and 
policy, gain nothing in validity by be- 
ing joined together in an artificial and 
unnatural union, in proportions dic- 
tated only by unguided and direction- 
less guesswork, however it may be 
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chaos, no appreciable decline in the appalling engineering 


q “THERE will be no substitution of certainty for the present 


and legal cost and delay characteristic of current regula- 
tion, and no amelioration of the existing ill will between 
utilities and consumers until such time as valuation is 


placed upon an exact accounting basis 


and until 


going value is definitely ruled out of rate valuation pro- 


ceedings.” 


dignified by the appellation “sound 
judgment.” 


HIS proposal really contemplates 

the employment in the measure- 
ment of going value, of the same 
Smyth v. Ames reasoning and the 
same loose and costly processes which 
have been responsible for the chaotic 
condition of the valuation situation 
generally for the past thirty years. If 
that thirty years has taught us any- 


thing it is that the jury-room method 
is a disastrous failure in the ascertain- 
ment of satisfactory rate-value fig- 


ures. The problems here are totally 
dissimilar to the questions on which 
a jury is typically asked to find : “Was 
A sane?” or “what damages shall be 
awarded to X because of the legally 
culpable conduct of Y?”’ The jury 
listens to all pertinent evidence; it is 
guided by definite rules of law; it 
sorts the acceptable from the unac- 
ceptable evidence and makes its find- 
ing on the weight; even then the re- 
sults are questionable and are tolerat- 
ed only in the absence of any more 
satisfactory possibilities. 

But contrast this with a valuation 
proceeding: evidence on actual cost is 
presented, followed by conflicting evi- 
dence on reproduction cost; each 
standard is supported by a theory di- 
rectly contradictory to and inconsis- 


7 


tent with the theory on which the oth- 
er is based; commercial market evi- 
dence is barred, and the commission 
(or “jury”) is asked to make a find- 
ing which, in its judgment, reflects 
both theories and all the evidence. 

There is nothing, literally nothing, 
on which such judgment may be 
based; nothing by which it may be 
guided ; it fails completely even to be 
conscious of the problem to which it 
is being addressed. The only task of 
which it is conscious is to give expres- 
sion to a value figure which by reason 
of the obscurity of its origin and the 
fact that it represents accurately no 
theory or policy will not too greatly 
offend the sensibilities of the contend- 
ing parties. Such figures, arrived at 
after long delay, costly appraisals and 
litigation, and the incitement of ill 
will and strained utility-public rela- 
tions, are really determined by one of 
three processes ; by arbitrary formule, 
by compromise, or by mystic revela- 
tion. 

And commissions universally deny 
that formulas or compromise have 
been resorted to. 


I F such processes and results as these 
represent the best of which we are 
capable in the ascertainment of the 
“fair value” of the physical property, 
so be it. But may we not spare our- 
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selves this cost and delay, this uncer- 
tainty and ill will, this humiliation, in 
the ascertainment of going value? 

May we not bar one door and keep 
one portion of the rate problem free 
from the practices which have im- 
paired the effectiveness of regulation 
beyond all measure? And particular- 
‘ly since the ascertainment of going 
value need not, and on the basis of 
sound social policy should not, be un- 
dertaken at all? 

We may be confident that there will 
be no substitution of certainty and 
predictability for the present chaos, 
no appreciable decline in the appalling 


engineering and legal cost and delay 
characteristic of current regulation, 
and no amelioration of the existing ill 
will between utilities and consumers 
until such time as valuation is placed 
upon an exact accounting basis (as 
distinct from a “sound judgment,” or, 
better, “trance” basis), and until go- 
ing value is definitely and explicitly 
ruled out of all rate valuation pro- 
ceedings. 

Going value does not suffer, as is 
contended, from lack of analysis. It 
suffers from sheer disregard in re- 
sponsible quarters of the facts which 
analysis discloses. 





Wisps of Wisdom About the Wires 


THE average number of telephones per 100 of population in Ger- 
many is 4.6; in the United Kingdom, 3.8. 
a * 
San Francisco leads the world in the number of installed telephones 
per capita of population with 40.8 telephones for every 100 residents 
of the city. 


a a 
Ir all the phone users spoke in a loud tone continually the ’phone 
firm would undergo great expense increasing the amount of electricity 


over its wires. 
* & 


_ Tue British Post Office—which runs the telephone utilities—has 
just started a poster campaign to make John Bull and his wife more 


“telephone minded.” 
* ok 


CANADIANS use the telephone more often than anyone else in the 
world, with 257 annual calls per capita; Americans rank second with 
230.7 calls per capita. P 

* 


THE by-laws of an Indiana telephone company have never been 
printed or even typed, but have been kept in the office of the manager 
of the plant as originally written in pencil on 21 school tablet. 
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What the Commissioners 
Are Thinking About 


Excerpts from the opinions expressed in reports 

and addresses at the recent annual convention 

of the National Association of Railroad and 

Utilities Commissioners in Richmond, Virginia, 
October 20th to 23rd, 1931 


Invasions of State Authorities by Federal Powers 


Ts states now exercise complete regu- 
latory jurisdiction over all imported 
electrical energy, as well as that energy 
which is intrastate in character. We suggest 
that care be exercised by all of our members 
when legislation is proposed by Congress, to 
see that the existing regulatory jurisdiction 
of the state commissions is adequately and 
properly protected from invasion.” 

—J. F. SHAUGHNEssY, 

Chairman, Committee on 

Intercorporate Relations. 


ad is my opinion that this (Whitestone 
Case) is the most flagrant, unwarranted 
invasion d a subordinate Federal agency 
in a field where the United States Supreme 
Court has repeatedly held the state is su- 
preme, i. e., grade crossing elimination; is a 
direct attack upon the sovereign power of 
every state in the Union, and if sustained by 
the Supreme Court will render almost wholly 
useless the regulatory commissions in the 
several states. It will then be unnecessary 
for you to convene next year.’ 
—WiuraM G. FuLten, 
Chairman, Transit Commission 
of New York. 


6¢ } pve regulation of motor vehicle 

transportation is distinctly obnoxious. 
It will place in the hands of a central gov- 
ernmental body a subject which in its very 
nature is largely of local interest. Even 
with a greatly augmented staff of employees, 
it is manifest that the Federal commission 
could never hope to keep in sufficiently close 


touch with such operations to afford satisfac. 
tory results. But with all of its in- 
firmities, Federal regulation is preferable to 
none whatever if that is the price we must 
pay in order that our rail lines may survive.” 
—Anos A. Betts, 
Chairman, Committee on Motor 
Vehicle. Transportation. 


ors Commerce Clause of the Consti- 
tution, consisting of only sixteen 
words, must have been written on rubber for 
it has been stretched by judicial and legisla- 
tive construction to cover everything from a 
spring branch to a divorce court at Reno. 
To this may be added the universal challenge, 
hurled at state commissions by certain class 
of litigants. ‘Your act will be confiscatory 
under the Fourteenth Amendment.’ These 
two constitutional bugbears have challenged 
the rights of sovereign states in season and 
out of season.” 
—Harvey H. Hanna, 
Chairman, Tennessee Railroad | 
and Public Utilities Commission. 


ce AS surely as authority is given by Con- 

gress to the Federal Power Commis- 
sion to regulate interstate power, just as 
surely there will ultimately be written into 
the law the same sort of sections now in 
the Federal Transportation Act of 1920, 
which have, to a great extent, removed the 
control of intrastate commerce by the rail- 
roads from jurisdiction of the state commis- 
sions. There is a fundamental difference be- 
tween regulation of railroads and regulation 
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of public utilities, especially the power util- 
ities. I hold that a Federal commission 
should never be allowed to dictate the rates 
charged within the borders of a state for a 


commodity generated out of the natural re- 
sources of that state.” 
—Frank P. Morcan, 
Alabama Public Service Commission. 


e 


The Effect of Regulation on Utility Securities 


wy = utilities corporations, which are 
solely under state regulation, are 
weathering the storm better than are all other 
agencies of commerce and trade, and their 
securities have depreciated less than various 
other securities on the market today. This, 
in my opinion, grows out of the fact that the 
state regulatory bodies, in a vast majority of 
the states, must under the law pass upon 
the issuance of bonds and stocks of these 
various utility corporations and these issues 
are always kept within the limit of sound 


e 


financing and below the rate base, which is 

the actual valuation of the physical proper- 

ties of the corporations which are used and 

useful in the public service. In other words, 

the valuation adopted for security issues re- 

flects what the property is actually and hon- 

estly worth with all of the water squeezed 
out.” 

—Harvey H. Hannan, 

Chairman, Tennessee Railroad 

and Public Utilities 

Commission. 


Utility Rate Making and Ratemakers 


od truthfully can be said that if the 
courts would apply the same principle 
to themselves as judges of rates as they ap- 
ply to sustaining utility experts, they would 
immediately disqualify themselves to sit in 
judgment.” 
—CLypve L. SEAvEY, 
President, California Railroad 
Commission. 


T= Supreme Court looks upon com- 
mission rate making as a legislative 
rather than a judicial act, and it constructs 


due process of law to require a complete ju- 

dicial review of such state commission action 

when confiscation of property is claimed. 
While we may believe this is neither 

law nor equitable legal procedure, still it 

stands as the law unless some way can be de- 

vised to overcome it. It is worthy of trial to 

see if Congress by statute may not effective- 

ly moderate such court definition.” 
—Cryve L. SEAvey, 

President, 

California Railroad 

Commission. 


7 
The Regulation of Holding Companies 


6é HE operating utility corporation, di- 
rectly responsible to the state com- 
mission in rate and service proceedings, must 
furnish and make entirely clear the reason- 
ableness of its charges, and this obligation 
leaves the utility with little or no standing in 
the event the commission elects, as it neces- 
sarily would be compelled to do, to refuse 
an increase in rates or to order a reduction 
in rates or an improvement in service, with- 
out regard to the holding charges for serv- 
ices or depreciation, or both, if the operating 
utility should be found, when such charges 
are unnecessary or excessive, to be improper- 
ly inflating its operating expenses and reduc- 
ing its net income.” 
—J. F. SHAUGHNESSY, 
Chairman, Committee on 
Intercorporate Relations. 


ny € SO FAR as regulation of rates and 
services is concerned, the various state 


commissions have been able to uphold the 
right of the state to require a full examina- 
tion of the charges paid by the operating 
utility to the holding company, for the rea- 
son that the burden is clearly upon the peti- 
tioning company to show in itemized detail 
the reasonableness of each and every expen- 
diture bearing upon the rates to be increased 
or decreased. It is a well-settled law that, 
while there may not be undue invasion of 
managerial prerogatives under the guise of 
regulation, it is equally well-settled by the 
court of last resort that public utility cor- 
porations may not exact more for operating 
expenses and depreciation than is just and 
reasonable, and in any event it occurs to us 
that, whatever the statute may be, the utility 
corporations will be entitled to this and no 
more.” 
—J. F. SHAUGHNESsy, 
Chairman, Committee on 
Intercorporate Relations. 
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¢€¢X7ouR committee recommends that each 

state determine for itself what addi- 
tional power or control it may need to exer- 
cise over holding companies within their re- 
spective commonwealths. Our review of the 
subject matter fails to disclose the necessity 
for drastic changes in legislation with respect 
to holding companies. . . . We believe 
that the states have adequate power to regu- 
late the reasonableness of operating expenses 
under adjudicated law by the United States 
Supreme Court and under which each case 


& 


will necessarily need to be considered and 

adjudicated on the basis of its own special 

facts and circumstances. Despite legislation 

which may be enacted, no hard and fast rule 

may be laid down which will fit all of these 

service matters, or the allowance which ma 

appropriately be authorized or refused in dif. 
ferent cases.” 

—J. F. SHAuGHNEssy, 

hairman, 

Committee on 

Intercorporate Relations, 


Codperation Between State and Federal Commissions 


6é OOPERATION as a practical matter is not 
accomplished so much by formal 
agreement as by the spirit in which the re- 
spective commissions work together. Both 
Federal and state commissions recognize that 
to accomplish anything worth while a 
thorough spirit of mutual understanding and 
helpfulness must be manifested by each of 
the respective commissions charged with the 
handling of mutual problems.” 
—Pavut A. WALKER, 
Chairman, Committee on Codperation 
Between Federal and State Commissions. 


ey pe the subject of recurring valua- 
tions, therefore, the Interstate Com- 
merce Commission and this Association are 
in complete accord. As to recapture of ex- 
cess earnings the commission and this Asso- 
ciation are also now in full accord. ti 
In passing, we should also add that the views 
of the commission are likewise in close ac- 


cord with the position of the National Indus. 
trial Traffic League, which is perhaps the 
most influential organization of shippers in 
the country.” 
—Frep P. Woonprurr, 
Chairman, Committee on Valuation. 


(<4 c is apparent that . the laws goy- 

erning interstate transportation should 

be revised to meet current conditions. With 

this end in view, the (Interstate Commerce) 

commission instituted and has completed an 

investigation in the matter of the codrdina- 

tion of motor transportation. In this we 

have had the splendid codperation of mem- 

bers of the various state commissions who 

have had experience in handling problems 

arising out of intrastate motor transporta- 
tion.” 

—Ezra BraINnerp, Jr. 
Chairman, Interstate Commerce 
Commission. 


& 


Grade Crossing Elimination 


6é O’ 100 sample records of fatal acci- 
dents 35 per cent evidenced previ- 
ous accidents.” —Harry BacHrRAcH, 
Chairman, Committee on Safety of 
Operation. 


6é WING to the lack of funds, all grades 

cannot be separated, and it has be- 

come necessary to devise ways and means to 

protect the more hazardous of such grade 

crossings. At the present time the 

general trend seems to be to substitute auto- 

matic protection for manually operated pro- 
tection.” . 

—Cuartes W. Hap ey, 
Chairman, Committee on Railroad Grade 
Crossings, Elimination and Protection. 


(74 HE numerous accidents at crossings 

protected by audible and visible sig- 
nals indicate that there is something lacking, 
and undoubtedly it is the apparent indiffer- 
ence on the part of the public to the indica- 


tion in that its operating may not actually 
indicate a train to pass over the crossing, 
and conditions of this nature are soon 
known, especially by local travel. To offset 
this condition, where it cannot be adjusted 
and controlled, a member of shifter crew 
should be stationed at the crossing to control 
traffic.” 
—Harry Bacwracu, 
Chairman, Committee on Safety of 
Operation. 


ad by could be suggested as a basis for the 
establishing of additional crossings at 
grade, that new crossings should not be per- 
mitted on main high speed railroads, that 
they be limited to locations on branch lines 
or sections of track with small train move 
ment, that convenience and necessity for 2 
new crossing must be definitely established 
before permission is granted, and that every 
effort should be made to have consideration 
given to the closing of a crossing in 
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vicinity of the new location to equalize the 
one established.” 
—Harry BACHRACH, 
Chairman, Committee on Safety of 
Operation. 


corp ne yee campaigns, the separa- 
tion of grades, and the protection of 
crossings are bearing fruit. While the vol- 
ume of automobile traffic has steadily in- 
creased, the number of accidents has de- 
creased. Without question, the separation of 


e 


grades provides the only safe crossing, but 

the separation of all grades would require 

more money than either the public or the rail- 

roads would be able to command, regardless 

of the basis of the apportionment of costs. 

However, the separation of grades is pro- 

gressing rapidly, representing an average 
yearly expenditure of any 5 000,000.” 
—CwHarLes W. Hanuey, 

Chairman, Committee on Railroad 

Grade Crossings, Elimination 

and Protection. 


Radical Propaganda Against State Commissions 


nae He greatest objection to most: radicals 
is that they are so carefully inadvert- 
ent in the use of figures. Whatever they 
wish to be a fact immediately becomes a fact 
in their eyes and on their lips. To them the 
difference between a million dollars and a 


e 


billion dollars is not nine hundred and ninety 
nine millions of dollars, it is simply a mere 
matter of transposing the letter ‘M’ to the 
letter ‘B.’” 
—Franxk P. Morcan, 
Alabama Public Service Commission. 


Criticisms of State Regulation 


sad Pog is a safe prediction that there is going 

more regulation by the states in 
the next ; & years or there is going to be 
considerably less. If any of the public 
utilities have been covertly stifling state reg- 
ulation they are surely paving the road to 
Federal regulation.” 

—Frank P. Morcan, 
Alabama Public Service Commission. 


sad Py Macauley said that ‘No one can 
say that Christianity a a failure, it 
has never been tried out.’ His famous re- 
mark applies with equal force as a reply to 
those critics who cry out that state regulation 
of the public utilities is a failure. Every 
person who is at all informed upon this sub- 
ject knows that there is not adequate regula- 
tion of the public utilities in more than one 


fourth of the states of this Union. Eight 
states make no pretense at regulation of pub- 
lic utilities and many others make only a 
pretense.” 
—Frank P. Morcan, 
Alabama Public Service Commission. 


aa Is body of men assembled here to- 
day (the state commissioners) is be- 
ing severely criticized throughout the country 
when most of the criticism would be more 
just if it were leveled at the state legisla- 
tures which have created us and created the 
laws and appropriations under which we are 
expected to regulate the public utilities of 
this country in the public interest.” 
—FrankK P. Morcan, 
Alabama Public 
Service Commission. 


e 
The Regulation of Gas Rates 


<¢ HE approval by several commissions 
of a therm rate for gas is an advance 
in rate making which should be studied and 
where opportunity affords adopted by other 
commissions. . The sale of gas service 
is primarily and unquestionably a sale of 
heat units, which may or may not have any 
direct relation to the volume of gas supplied, 
the amount of heat contained in a cubic foot 
being influenced by the pressure, specific 
gravity, chemical analysis per cent of mois- 
ture, etc.’ 
—Frank P. MorcGan, 
Chairman, Committee on Utility Rates. 


(<4 | ig is urged that states having need for a 
natural gas classification of accounts 
give serious consideration to the classifica- 
tion of accounts for natural gas utilities 
adopted by this Association. While the va- 
rious classifications of accounts adopted by 
the Association are merely suggestive of a 
classification of accounts to be used by the 
various states, much good can come from the 
states using these classifications in so far as 
they do not conflict with state laws. 
the use of these uniform classifications of 
accounts greater control over the accounting 
of interstate companies can be obtained aul 
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greater use made of accounting and statisti- 
cal information obtained from reports based 
on these classifications.” 
—E, V. WILLIAMSON, 
Chairman, Committee on Statistics 
and Accounts. 


hd | AM very doubtful of the advisability 
under present conditions of adopting 
the therm basis for gas rates. Perhaps where 
only manufactured gas is involved, as in 
England, the therm basis may be advan- 


e 


tageous. It is being advocated in this coun- 
try, however, as a means of effecting the 
transfer from manufactured to natural or 
mixed gas without any change in nominal 
rates. This sounds logical, but it is applied 
to an illogical condition. Natural gas con- 
tains more therms to the M cubic feet than 
manufactured gas; yet it practically always 
costs less to produce and deliver.” 
—Matcoitm F. Orton, 
Member, Committee on Utility Rates, 
(dissenting report). 


Methods of Computing Telephone Depreciation 


‘6CQITATE commissions should secure data 

which has a direct and important 
bearing on and may best be used as a basis 
for determining future average service lives 
for the various classes of telephone property 
now in place. The better type of plant, its 
more permanent lovation, the present service 
saturation, and the diminution in population 
increase, all are factors which in the future 
will serve to decrease the volume of property 
retirements, increase average service lives, 
and reduce future annual depreciation rates 
and charges. In view of the facts stated, it 
is our thought that the information outlined 


should be furnished by class A and B tele- 
phone companies for a representative quanti- 
ty of telephone properties; that for the pur- 
pose of determining future average service 
lives, full and promo Bi data for a representa- 
tive number of exchange properties would 
be more accurate and satisfactory than 
would an analysis of a limited portion of the 
various classes of plant units retired during 
the past ten or fifteen-year reconstruction 
period.” 
—Frank W. Matson, 
Chairman, Special Committee on 
Telephone Depreciation. 


7 


Motor Vehicle Competition with the Railroads 


¢¢¥N 1921 a survey made by United States 

Army transportation experts disclosed 

that not over 3 per cent of the service of the 

railroads could be replaced by highway motor 

truck transportation and this ratio is esti- 

mated by the same authorities as not over 5 
per cent at the present time.” 

—Ezra BRAINERD, JR. 
Chairman, Interstate Commerce 
Commission. 


16> sume should be permitted to dis- 
continue unprofitable service which 
can be more economically replaced by motor 


or other forms of transportation. Each of 
the several transportation agencies should be 
utilized to the extent and in the place where 
it is the most economically productive. This 
can only come through experimentation, 
study, and vision.” 
—Ezra BRAINERD, JR. 
Chairman, Interstate Commerce 
Commission. 


oT = carriers, in their attempt to codrdi- 
nate rail and motor service, have met 
with certain legal and other difficulties. For 
instance, there are at present no provisions 
in Federal law for the establishment of joint 
rates with division of earnings, for the pub- 
lication of and adherence to tariff schedules 


or accounting practices applicable to such 
codrdinated service. 
—Ezra BRAINERD, JR. 
Chairman, Interstate Commerce 
Commission. 


al public interest lies in determining 
the most economic and efficient trans- 
portation service by whatever facilities are 
best adapted for that purpose. The read- 
justment of transportation facilities should 
be made with the least possible economic 
waste. The ideal situation would be to have 
every passenger and every pound of freight 
moved over the most economical route and 
by the most efficient transportation agency. 
Duplication and wasteful transportation 
would be eliminated.” 
—Ezra BRAINERD, JR. 
Chairman, Interstate Commerce 
Commission. 


oor appears to me that there are just two 
horns to the dilemma; namely, in- 
creases in railroad rates and charges or the 
laying of a restrictive hand upon motor ve- 
hicle operations. The first of these is, in 
my opinion, impossible of successful execu- 
tion since every attempt along that line would 
merely result in driving more traffic to the 
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trucks. In a comparatively brief period the 
railroads would be left with such a small 
volume of tonnage that rates high enough to 
earn a fair return would be wholly prohibi- 
<i —Anmos A. Betts, 
Chairman, Committee on Motor Vehicle 
Transportation. 


6¢] A™M not, as some seem to be, greatly 

I disturbed by reason of the fact that 
the railroads are endeavoring to protect their 
interests by engaging in motor vehicle oper- 


e 


ations themselves. If that is the most feasi- 
ble method of meeting the competition; if 
it is the most practical solution of a tremen- 
dously serious problem; if it is the only way 
by which the railroad systems of the nation 
can be adequately maintained without im- 
posing upon the shipping public heavy in- 
creases in rail transportation charges, then 
in all good conscience, let us embrace it and 

assist in speeding the day of achievement.” 

—Amos A. Betts, 

Chairman, Committee on Motor Vehicle 

Transportation, 


The Coérdination of Transportation Agencies 


re must be a codrdination of trans- 
portation agencies, both state and 
national, so that the commerce of the 
country may move at the lowest rates that 
are reasonable and at the same time give 


e 


a proper return on the property used and 
useful in the public service.” 
—Harvey H. Hannan, 
Chairman, Tennessee Railroad and 
Public Utilities Commission. 


The Need of Proper Public Relations 


ait proper contact of the utility em- 
ployee with the public determines 
very largely the attitude of the public toward 
the utility. We urge a continuation of this 
closer codperation of the utility and the 
public, and also of our commissions, for after 
all, the duty of the commissions is best per- 


formed when it has secured reasonably 
friendly relations between the other two, 
and has procured for the public service from 
the utility that is efficient and dependable.” 
—Tuomas E. McKay, 
Chairman, Committee on Service 
of Public Utility Companies. 


7 
The Regulation of the New Air Utilities 


Gras regulatory bodies, perhaps, will 
have a small part of the regulation re- 
specting rates, charges, and practices, but no 
doubt will have the larger part of the ad- 
ministering of the so-called police powers 
of the respective states.” 
—Fay Harpine, 
Chairman, Committee on Air 
Transportation Regulation. 


wT HE Federal government has led the 
way in developing aviation. It has 
subsidized its development largely through 
the post office. The states must now take 
a hand unless they want to be left out in 
the development of great trade routes that 
are developing in the air. They can do this 
(1) by wisely providing flexible legislation, 
(2) by providing and improving landing 
areas, (3) by instruction in theory in public 
educational institutions.” 
—Tuomas E. McKay, 
Chairman, Committee on Service 
of Public Utility Companies. 


<4 uR last report was a reiteration of 
the first and in addition thereto 
stressed the importance of uniformity of law 
and regulation among states—urging legisla- 
tion and regulation in conformity with the 
Federal requirements with respect to air traffic 
rules, air lanes, airports, licensing of aircraft 
and airmen, and providing for the acquisition 
and zoning of airports and the enforcement 
of law and rules over both intrastate and 
interstate operations. We herein again stress 
and reiterate the importance and necessity of 
uniformity in state, Federal, and international 
law and rules governing aviation.” 
—Fay Harpine, 
Chairman, Committee on Air 
Transportation Regulation. 


(<4 A®@ transportation as a commercial 


enterprise has become a reality. 
There is no longer any doubt about its ap 
or usefulness. During the present period of 
depression the volume of regular mail has 
fallen considerably. The air-mail volume has 
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grown continually. Passenger business on 
regularly scheduled flight routes has increased 
enormously at a time when railroad trans- 
portation has fallen continuously. This is 
not alone true in isolated routes but through- 
out the entire country. Short flights for 
sport and sight-seeing have decreased as one 
would expect during a depression period, 


e 


being something of an entertainment rather 

than a social need, but regular transportation 

for people who economize by saving time 
has grown.” 

—Tuomas E. McKay, 

Chairman, Committee 

on Service of Public 

Utility Companies, 


Regulation of Electric Rates 


sell Yn hope of cheaper electricity in the 
home lies in increased use, which can- 
not be brought about by rates designed to 
pander toa class which constitutes a burden 
on the utility and the balance of its custom- 
ers.” 
—Frank P. Morcan, 

Chairman, Committee on Utility Rates. 


as ne objections can be advanced 
against a dual schedule of rates, 
but the advantages are that it opens the 
gateway to the largest remaining undeveloped 
field of service to the utilities, silences com- 
plaints about penalizing the small customers 
—complaints frequently unfounded, it is true, 
but real in the minds of many of these 
customers—and gives to the utilities a strong 
incentive to push the sale of electrical ap- 
pliances to all customers and especially to 


e 


the customers selecting the optional rate, 

thereby reducing their number to a minimum.” 
: —Frank P. Morcan, 

Chairman, Committee on Utility Rates. 


DV, V has uniform promotional rates are 
adopted and accompanied by option- 
al rates it seems clear that these optional 
rates should also be uniform. These op- 
tional rates should also be open to any 
customer at any time—provided that the 
customer should be required to remain under 
whichever form of rate he selects for a 
period of not less than one year, unless he 
can show a substantial change in his electrical 
equipment. Any other practice would result 
in a substantial increase in accounting cost 


to the utility.” 
; —Frank P. Morcan, 
Chairman, Committee on Utility Rates. 


The Regulation of the Motor Carriers 


ce HE lack of regulation of interstate 
carriers has resulted in multiplicity of 
service, duplication of investment and over- 
head expenses which must, in the final 
analysis, be paid for by the shippers.” 
—Anos A. Betts, 
Chairman, Committee on Motor 
Vehicle Transportation. 


¢¢ JAM not in accord with the apparent 
effort from some sources to tax the 
motor operator off the road. For some years 
past he has been the victim of every addi- 
tional tax which human ingenuity could con- 
ceive and I think it is probable that he is 
now bearing more than his just proportion 
of this burden.” 
—Anos A. Betts, 
Chairman, Committee on Motor 
Vehicle Transportation. 


a4 I THINK it may be accepted as a certainty 
that Federal regulation of motor rates 


7 


and service would result in the establishment 
of higher rates than are now being enjoyed 
by some shippers, but is that not preferable 
to the continuation of a policy fraught with 
the possibility, aye probability, of a general 
breakdown of the rail lines of the country? 


I think so.” 
—Anmos A. Betts, 
Chairman, Committee on Motor 
Vehicle Transportation. 


¢ ¢y™ the struggle to secure funds with 
which to meet the out-of-pocket cost 
(of the motor carriers) the adequacy of the 
rates charged is lost sight of and it seems 
entirely probable that in a good many in- 
stances the traffic is handled at an actual loss. 
It is obvious that such a practice is destruc- 
tive to the best interests of the motor carriers 
themselves.” 
—Anos A. Betts, 
Chairman, Committee on Motor 
Vehicle Transportation. 
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The Regulation of the Railroads 


6¢Jr is perhaps not too much to say that 
I there is today a surplus of transporta- 
tion available even if there were no economic 
depression to reduce loadings.” 
—Ezra BraInerp, Jr. 
Chairman, Interstate Commerce 
Commission. 


<c Ee have seen for the first time, and 
W without voiced objection thereto, the 
security holders taking the burden of the 
aggressor and of occupying with their testi- 
mony, a larger portion of the record than 
did the carriers, in an effort to persuade 
rate advances.” ; 
—Paut A. WALKER, 
Chairman, Committee on 
Railroad Rates. 


re HE management of the carriers, it is 

argued, must be permitted to try out 
percentage advances in rates as a revenue 
measure, without proof of traffic witnesses 
that such method would bring about the 
intended results. But the new and startling 
development in this proceeding was the evi- 
dence of truck and water competition which 


is eating into the carriers’ business and their 
revenues with an alarming rapidity, not here- 
tofore fully realized, and which threatens 
even greater competition to the rail carriers. 
No longer have the rails a monopoly of trans- 
portation and, important as the rail carriers 
are and must continue to be to the country, 
this new competitive factor in railroad rate 
making must be recognized. Rate making 
for the carriers in the future must take 
notice of the competition which robs the 
railroad industry of its monpoly of trans- 
portation.” 
—Paut A. WALKER, 
Chairman, Committee on 


Railroad Rates. 


66 Fame no sympathy with the attitude of 
the railroads in demanding their pound 
of flesh during the present economic de- 
pression. I do not think Congress ever con- 
templated that during such a period as this 
the earnings of the railroads should be 
maintained on a basis that would give them 
a normal return.” 

—Amnos A. Betts, 

Chairman, Committee on Motor 
Vehicle Transportation. 





What I Think About Federal—and State—Regulation 


Where should the one end and the other begin? During the past 
few months, while the Federal Power Commission has been in 
process of reorganization, speculation has been widespread concerning 


the plans and policies of this rejuvenated regulatory body. 


To what 


extent, if any, is it likely to cooperate with or conflict with the state 

commissions? To these queries Hon. Georce Otis Sir, chair- 

man of the commission, will give answer in the next issue of PuBLic 
Urimities FortnicHtLy—out November 26th. 














The Power Trust, the Politician, 
and the Plunderbund 


ParT VI 


Boulder Dam—the Largest, the Costliest, and the 
Most Uneconomic of Uncle Sam’s Ventures into 
Business Enterprise 


This is the concluding instalment of the series of articles in which the 
author tells how the three great power projects undertaken by Uncle Sam 
—St. Lawrence, Muscle Shoals, and Boulder Dam—happened to get into 
politics in the first place, describes the forces that have kept them there, 
and the political and economic significance of these enterprises at the 


present time. 


It is the author’s contention that the doctrine of govern- 


mental competition with private industry constitutes a serious threat to 

established American doctrines, and that the identity and purposes of the 

real “plunderbund” should be revealed, not as the power companies, 
but as the politicians who have sponsored these undertakings. 


By ERNEST GREENWOOD 


the St. Lawrence river project I 
called attention to the fact that 
justification for any particular hydro- 
electric power development does not 
lie in the waterfall, no matter what 
its size may be and no matter how 
cheaply it can be developed. It lies at 
the other end of the transmission line 
which takes its product to the nearest 
available market. 
It is the cost of marketing which 
must be considered by the producers 
of electricity whether those producers 


[’ a previous article dealing with 


are private individuals or corporations 
or whether it be the government of 
the United States producing and sell- 
ing electricity with the help of the 
taxpayers’ money. 


S° much has been written and so 
much has been said about the Fed- 
eral government hydroelectric power 
project on the Colorado river at 
Boulder Canyon that with construc- 
tion actually under way it might seem 
that little remains to be added to the 
literature on the subject. Yet many 
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chapters will be written before the fi- 
nal “I told you so” is inscribed across 
the history of this greatest of all con- 
gressional follies. Already the story 
bears a depressing resemblance to oth- 
er government undertakings. 

In so far as the public is concerned 
the enterprise started out as a $41,- 
* 000,000 project which, however, was 
only the estimate of the United States 
Reclamation Service for the dam 
alone. Sometime later the question 
of the power house came into the 
picture and the estimate jumped to 
$84,000,000. Now it has been ad- 
vanced to $97,000,000—proving that 
the estimate of the Joint Committee 
of National Utility Associations, 
which was “more than $80,000,000,” 
was conservative. The estimated cost 
of the aqueduct for the water supply 
end of the project has jumped from 
$150,000,000 to $283,000,000 and the 
Chamber of Commerce of Los An- 
geles, its chief supporter, is already 
wondering if a mistake has not been 
made. The city has recently voted a 
bond issue of $220,000,000 for the 
construction work. 

The Secretary of the Interior has 
admitted to a congressional committee 
that he had to sell electric power at a 
price which is higher than it can be 
delivered by steam-generating plants 
in the territory which supplies the 
only market. Six of the eleven mu- 
nicipalities which applied for light 
and power have withdrawn their ap- 
plications after investigating and the 
other five are having great difficulty 
in entering into contracts for it. 


r this connection it should be under- 
stood that the cost of the transmis- 
sion line from Boulder Canyon Dam 


to available markets will be some- 
where from $120,000 to $150,000 
per mile for a total of nearly 300 
miles. This does not take into con- 
sideration the unknown but certainly 
tremendous expense of cutting a 
swathe through the heart of the 
Orange Empire. Nothing definite 
has been determined with regard to 
the construction of this line but it can 
be presumed that it will be construct- 
ed—if it ever is constructed—partly 
with private capital and partly with 
capital supplied by the communities 
which may have signed up to partici- 
pate in the consumption of electric 
light and power generated at the 
Boulder Canyon plant joining with 
private companies in a “common car- 
rier” transmission line. This means 
that each of these communities must 
vote for a bond issue sufficient to pay 
its pro rata share of the cost of the 
line; it is quite within the range of 
probabilities that the taxpayers of the 
various communities which are expect- 
ed to be the customers of the Federal 
government may be most reluctant to 
favor such bond issues. 

Congress has already appropriated 
$125,000,000 for the building of the 
dam and the hydroelectric plant but 
it is now generally conceded that the 
actual cost will be not less than $200,- 
000,000. 


. was claimed that the project 
would finance itself but this claim 
was based on the estimate of the 
Reclamation Service that the power 
could be sold at the switchboard of 
the power plant at 3 mills per kilo- 
watt hour. 

This claim totally ignored the cost 
of transmission to the nearest avail- 
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able markets, which will increase the 
cost, at Los Angeles, for example, to 
5.7 mills per kilowatt hour. This is 
higher than the present cost of elec- 
tric power generated by steam and de- 
livered at that point. Successful ex- 
periments with the mercury process 
of steam generation or the present 
extraordinary cheapness of natural 
gas indicate a reduction in the cost 
of steam power of at least 1.5 mills 
per kilowatt hour, which means that 
to compete with this power, Boulder 
Canyon Dam power will have to be 
sold at 1 mill per kilowatt hour in- 
stead of the anticipated price of 3 
mills. 

So this is the Boulder Canyon Dam 
and hydroelectric project. It differs 
from Muscle Shoals in that it hasn’t 
the excuse of having been the out- 
come of a war emergency and from 
the St. Lawrence river project in that 
it was not originally hooked up with 
an improvement of navigation. True, 
early studies and surveys of the Colo- 
rado river had for their purpose a de- 
termination of the possibilities of 
making it navigable, but any idea that 
it might be used for transportation 
purposes is already a _ forgotten 
dream. 


Bonen back the pages of his- 
tory for a moment it will be re- 
_ membered that the Boulder Canyon 
enterprises obtained its first real start 
in life as a flood control project. 
Now, flood control of the Colorado 
river is undoubtedly a necessity, but 
if flood control for the protection of 
the Imperial Valley is the primary 
purpose of the government’s opera- 
tions on the Colorado, why not con- 
struct a dam and reservoir below To- 


pock, Arizona, which engineers have 
estimated would cost not more than 
$15,000,000 and could be built in 
three years? 

This suggestion was made over and 
over again during the debates on the 
Swing-Johnson Bill, but the propo- 
nents of the bill, allied with the advo- 
cates of the government ownership of 
the light and power industry, vigor- 
ously opposed any alternative brush- 
ing aside all question of costs and 
crying aloud in the wilderness about 
the death and destruction which con- 
stantly menaced the people of the Im- 
perial Valley. 

What are the circumstances which 
formed the background for the flood 
of propaganda designed to impress on 
the nation the crying need for flood 
control of the Colorado river? 

Its success suggests the thought 
that there is crying need for some sort 
of control of the flood of false, mis- 
leading, and oft-times stupid state- 
ments which are the principal stock in 
trade of the more radical advocates of 
government ownership and operation 
and which have enabled them to dis- 
pose of more than one gold brick to 
the taxpayers adding to the evidence 
that “Barnum was right.” 


Sous propaganda which ultimately 
“sold” to Congress the idea that 
the Imperial Valley is in immediate 
danger of complete destruction was 
based on the experiences of 1906 
when the river changed its course and 
discharged into the Salton Sea. This 
flood, however, was not caused pri- 
marily by the Colorado but by a se- 
ries of “flash” floods coming down 
the Gila river which empties into the 
Colorado a short distance above 
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The Economic Aspects of Boulder Dam as a Power Project 


6¢ S° we come, at last, to the real purpose of 

the project. A dam six times larger 
than needed for any of the purposes here listed 
is being built to put the Federal government 
into the electric light and power business and is 
being built out on the desert so far 
away from the market that there will be a loss 
on the line of from 20 to 25 per cent. And 
this power must compete in price with steam- 
generated power produced at the market when 
water power in California cannot compete 
































with cheap oil or natural gas.” 











Yuma. Flood control, not only of 
the Colorado but of the Gila, is un- 
doubtedly of the greatest importance, 
but the statement that 60,000 people 
are in imminent danger of loss of life 
by flood from the Colorado is absurd. 
The Salton Sea is of such a large area 
that the river could run into it for a 
number of years before actually flood- 
ing the towns, although the economic 
damage might be great. 

How the people in the Imperial 
Valley regard this matter is of some 
interest. In an interview with a rep- 
resentative of the San Francisco 
Bulletin, C. W. Brockman, a director 
of the Imperial Valley Irrigation Dis- 
trict and president of the board, said: 

“Shucks! Why if the Colorado river was 
to come a-busting through all our levees 

tomorrow, and the mothers of the Im- 

perial Valley were to tuck their infants 

away in baby buggies, ready to flee for 
safety, the babies would be big and old 
enough to climb out of the buggies and 
wheel their mothers away in ’em by the 
time the river could come crawling in. 
“It would take at least ten years to flood 
the valley, even with the whole river pour- 
ing through. And anybody who couldn’t 


get out of the way of a river in ten years 
is so dumb he ought to drown. 


first lesson.” 
cuse for the expenditure of hundreds 
of millions of dollars at Boulder Can- 
yon for “improvement of navigation” 
purposes and apparently no possible 
excuse for the same expenditures for 
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“Of course we need flood control of the 
Colorado—more than anything else—and 
the government ought to give it to us. But 
we don’t want to wait ten or twenty years 
for Boulder Dam, which is most of all a 
free power plant for Los Angeles, when 
we could get a real flood control dam at 
Topock, with plenty of room for silt stor- 
age, in only three years. 

“And it would cost less than an eighth 
of what the ‘public ownership’ boys want 
the rest of the country to spend for them 
in Boulder Canyon!” 


[= Brockman has other 


grievances. Discussing the 


“death and destruction” stories nar- 
rated by Senator Johnson and other 
Boulder Canyon Dam propagandists, 
he said: 


“Because of these wild manufactured 
stories the whole valley has been given a 
bad reputation. Nobody wants to invest in 
property here, when they are led to believe 
that the only safe way to live in the 
Imperial Valley is on an ark or an ocean 
liner.” 


Here, one may say, “endeth the 
There is no possible ex- 
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flood control purposes. The taxpay- 
ers of the United States could not 
have the slightest objection to a flood 
control dam built by the Federal gov- 
ernment which would protect the resi- 
dents of the Imperial Valley from 
floods due either to the Colorado or 
the Gila rivers, even though the only 
excuse is an economic protection. 
But spending $15,000,000 for such a 
purpose is quite different from the 
raid which is now being made on the 
national pocketbook, particularly 
when the smaller expenditure would 
accomplish the purpose much more 
efficiently and in much less time. 


HESE facts were recognized by 

both the supporters and the op- 
ponents of the project, but the United 
States Reclamation Service came to 
the rescue with the battle cry of “wa- 
ter for irrigation.” At the present 
time there are 509,000 acres in the 
United States and 190,000 acres in 
Mexico, or a total of 699,000 acres 
under cultivation and served by the 
present irrigation system. There is 
nothing modest about the predictions 
of the Reclamation Service. This 
government establishment, according 
to its reports, proposes to use the ad- 
ditional water to increase the acreage 
under cultivation from 699,000 in 
1922 to 1,595,000 acres in 1940; 
1,952,000, in 1970; and 2,168,000, in 
2020. 

This is equivalent to setting up a 
claim that there is an urgent economic 
necessity for an early increase of 
agricultural production. It is hardly 
in line with the suggestion to the 
twelve cotton growing states that 
every third row of cotton be plowed 
under, although it does offer the sug- 


gestion that a very large portion of 
the product of the Reclamation Sery- 
ice might very well be plowed under 
to the profit of the nation generally 
and the agricultural industry in par- 
ticular. Nor does it square with the 
campaign for acreage reduction con- 
ducted by Secretary of Agriculture 
Hyde and Chairman Legge of the 
Farm Board late in 1930. 

The whole situation is summed up 
in striking fashion by Wheeler Mc- 
Millan in his book “Too Many Farm- 
ers” in which he finds four counts 
in the indictment against the Federal 
Reclamation Program. These are: 

(1) Twenty-five attempts have 
created twenty-four failures: 

(2) Thousands of misled settlers 
have suffered cruel losses of savings 
and years: 

(3) Enough unnecessary output 
has been thrown upon the markets to 
depress prices for farmers in natural 
farming areas, and: 

(4) The government has sustained 
heavy losses at the expense of the tax- 
payers. 

To quote “Amplifier” writing in 
the National Electric Light Associa- 
tion Bulletin; 

“The American farmer, suffering from 
over-production due to the fact that there 
is already more land under cultivation 
than is needed turns a slightly bilious 
green at the mere mention of new irriga- 
tion projects; the sturdy pioneer refuses 
to pioneer, and billions of gallons of wa- 
ter continue to pour over hundreds of 
millions of dollars worth of concrete and 
into irrigation ditches with the govern- 
ment—that is, the taxpayer—holding the 
bag.” 

The facts are that the reclamation 
proposal, boiled down, is to bring un- 
der cultivation about 400,000 addi- 
tional acres of cotton which, of 
course, means more competition for 
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the southern cotton growing states— 
those same states that have been urged 
to “plow under” a third of their pres- 
ent crops. And the struggling cotton 
farmers are asked to contribute, as 
taxpayers, to the cost of establishing 
this additional competition. Further- 
more, this new irrigation project de- 
" pends on the building of a new irriga- 
tion canal the feasibility of which is 
doubtful because of the difficulties of 
constructing it through miles of shift- 
ing sand-hills. It is also interesting 
to note—(there seems to be so many 
things in this proposal which are both 
quaint and curious)—the Boulder 
Dam is not essential to such a canal. 
All that is needed so far as a dam is 
concerned is one which will give a 
regulated flow to the river. 


HESE facts were also recognized 

by the proponents of the project, 
so they again “sweetened the pot” and 
began to talk about a much needed 
and urgent domestic water supply for 
rapidly growing cities of Southern 
California. The cities were unnamed 
and the whole truth of the matter is 
that powerful political groups in Los 
Angeles were the ones responsible for 
this issue of “much needed” water. 
Again we “note with interest” that 


Los Angeles would take this “needed” 
water from the river 200 miles below 
the dam. 

This fact was well hidden and but 
little was heard of it. A reservoir of 
one fourth the size and representing 
but a small fraction of the cost, built 
at another place, would serve all the 
supposed need for water supply. 
Congressman Leatherwood of Utah 
showed statistically by engineers’ fig- 
ures that the proposal is to raise water 
1,500 feet in order to get it over the 
mountains and the power bill at 3 
mills a kilowatt hour (the Reclama- 
tion Service estimate) for the energy 
required would be nearly $24,000,000 
a year for the maximum supply asked 
for by Los Angeles. And Los An- 
geles has a supply for at least 4,500,- 
000 people or four times the pres- 
ent population without going to the 
Colorado! 

To put the lid on this whole water 
supply proposition, the aqueduct to 
carry this Colorado river water is 
going to cost that city about $283,- 
000,000. It is an economic night- 
mare. 


S° we come, at last, to the real pur- 
pose of the project. A dam six 
times larger than needed for any of 


and Muscle Shoals is already a white elephant which is 


q “It (Boulder Dam) is six times the size of Muscle Shoals, 


standing at the trough of the taxpayers’ money and eating 
its head off. It is not a flood control project but flood 


control talk sold it to Congress. 
As a reclamation project it is 


navigation improvement. 


It bears no relation to 


about the most dismal bargain ever bought by the Federal 
government and as a water supply enterprise for Los 
Angeles it will prove to be a veritable old man of the sea 


to that community.” 
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the above-listed purposes is being built 
to put the Federal government into 
the electric light and power business 
and being built in a location where the 
nearest market of any size is 250 
miles away. A two hundred million- 
dollar dam and power house and a 
transmission line that will cost be- 
tween 50 and 60 million, to produce 
550,000 constant horsepower (power 
to be salable at an estimated price 
must be constantly available) out on 
the desert so far away from the mar- 
ket that there will be a loss on the 
line of from 12 to 15 per cent. And 
this power must compete in price with 
steam-generated power produced at 
the market when water power in Cali- 
fornia cannot compete with cheap oil 
or natural gas. Distributors of elec- 
trical energy are not going to buy this 
power unless they can get it as cheap- 
ly or even more cheaply than they can 
generate themselves. 


HERE is another rather unfortu- 
nate phase to this question of 
competing power. Production of 
electricity is always just a little ahead 
of the demand, so that estimated pro- 
duction over a period of years is a 
measure of anticipated demand. The 
Ready & Butler estimate of produc- 
tion of electricity in Southern Cali- 
fornia from 1914 to 1950 showed less 
than one billion kilowatt hours in 
1914, a little over two and one-half 
billion in 1923, six billion in 1930, 
twelve billion in 1940, and seventeen 
billion in 1950. 
Unfortunately, demand did not 
warrant the increases in production 
as shown by this chart. 
Beginning in 1924 the rate of in- 
crease began to drop so that Southern 


California actually produced in 1930 
only a little more than four and one- 
half billion kilowatt hours and the 
chart of actual production shows a 
distinct leveling off beginning in 1929, 

Let us suppose that Boulder Can- 
yon Dam and generating station were 
completed and in operation today. 
Its firm energy is suposed to be 
four and one-half billion kilowatt 
hours. To utilize all of that power 
Southern California would have to 
junk about 90 per cent of its exist- 
ing steam and hydroelectric plants 
and throw away the scores of mil- 
lions of dollars invested in them. Not 
a particularly clever economic idea, 
particularly as the existing plants can 
generate and deliver electrical energy 
much cheaper than it can be generated 
and delivered by the Colorado river 
project. 


O* suppose we disregard the level- 
ing off of increase in production 
which started in 1929 and admit, for 
the sake of argument, that this in- 
crease will continue at the same rate 
it has been going for the last seven 


or eight years. In 1940 the demand 
should warrant the production of 
eight billion kilowatt hours instead of 
the twelve billion originally estimated 
by Ready & Butler. Boulder Canyon 
Dam will presumably take care of 
four and one-quarter billion of this 
leaving three and three-quarter billion 
for existing plants. This, however, 
is nearly one billion less than their 
present capacity. But while waiting 
for Boulder Canyon Dam more steam 
plants will have to be built to take 
care of the increasing demand and 
once more California is faced with 
the prospective junking of millions of 
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dollars worth of operating property 
in order to buy energy from the gov- 
ernment of the United States. 

No wonder it gives even an amateur 
economist hysterics! 

But Congress went joyously for- 
ward and work has begun on the 

project. What is happening? 


PEAKING in opposition to the 
Swing-Johnson Bill on April 30 
and May 1, 1928, Senator Smoot 
of Utah, discussing the engineering 
difficulties, said that after diverting 
the flow of the Colorado river 
through tunnels, which would prob- 
ably require two years to build, only 
three months—July, August, and Sep- 
tember—in one of the hottest places 
in the United States “where the tem- 
perature ranges from 110 to 115 de- 
grees in the shade and no shade” 
would be available for the most gigan- 
tic task of quarrying, conveying, and 
dumping rock to form the cofferdams 
and the foundation of the permanent 
dam. All these operations must be 
done at a speed which exceeds any 
efficiency ever before attained, he con- 
tinued, and quoted the Reclamation 
Service plans not only for the men 
to work during those hot months, but 
to work at unusually high speed and 
in the most efficient manner. 
According to the Journal of Electric- 
al Workers and Operators “a bond- 
ing company estimated that 200 men 
would die on the project. Already 
this estimate,” the Journal continues, 
“considering that only three months 
of construction have elapsed, has been 
greatly exceeded.” 
The official “death list” gives 26, 
but this list “is declared to be un- 
tepresentative of true conditions. 


Poor food has produced dysentery, 
and many unrecorded deaths have re- 
sulted.” 


HE workmen have encountered 

temperatures of 135 and 140 de- 
grees and one estimate puts the 
number killed at 75. The average 
worker will not stay on the job longer 
than five days—a labor turnover every 
five days! 

The contractors are experiencing 
great trouble with the I.W.W. and 
organized labor. The American Fed- 
eration of Labor has sent a protest 
to the Secretary of Labor with this 
statement by William Green, presi- 
dent of the Federation : 

“This is a huge government project. It 
was authorized by Congress. Cutanty the 
government, which is the people of the 
United States, does not wish or expect that 
such a great government enterprise should 
be launched and completed by working 
people at a wage rate which does not 
guarantee a decent living and under work- 
ing conditions which are unsatisfactory and 
indefensible.” 

It seems that Senator Smoot knew 
what he was talking about when he 
discussed the working conditions un- 
der which the dam would have to be 
built. Anyone who is interested in 
following the progress of the con- 
struction work will do well to dig up 
that speech and read it over again. 


S° this is Boulder Canyon Dam. It 
is six times the size of Muscle 
Shoals, and Muscle Shoals is already 
a white elephant which is standing at 
the trough of the taxpayers’ money 
and eating its head off. 

The government has had its fingers 
burnt many times in its various ex- 
cursions into business and industry. 

Now it is going to be blistered 


properly. 
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OUT OF 
THE MAIL BAG 


Cost Items that Are Often Over- 
looked in Municipal Plant 
Accounting 


I WANT to express my appreciation of your 
reference to our reports on municipally 
owned utility properties, in your issue of July 
23rd. While it is plainly evident that this 
article was intended to be absolutely fair, 
we think your reviewer has erred in some of 
his statements. The inference that our reports 
are biased is, I think, without warrant. The 
data from which these reports are compiled 
are gathered by our research men at first 
hand and for that reason we consider them 
reliable. Our settled policy is to take all of 


the official records of a municipal utility 
plant’s operation and add to both the income 


and expense accounts items that are deliber- 
ately omitted in the official accounting. 

We find that none of these municipal prop- 
erties account for any capital expense or in- 
terest on the money invested in properties; 
we find also that very few of these municipal 
properties make any allowance in their of- 
ficial accounting for taxes displaced and lost; 
we find further that a majority of the mu- 
nicipal plants do not take from their cur- 
rent earnings a sufficient amount in reserve 
for renewals, replacements, and such contin- 
gencies. In most cases when we make proper 
charges for only interest on invested capital 
and lost taxes the municipal properties are 
shown to be economic failures. 

Our reports do not invariably arrive at the 
conclusion that the municipal ownership 
plants investigated are failures. We report 
the facts as we find them. We report the 
plants at Holland, Michigan, and Lansing, 
Michigan, as successfully operated because 
our investigation found them to be so. They 
both meet all of their charges from their 
earnings. We have in the past similarly 
found and reported the large and well-known 
municipal electric plant at Jacksonville, Flor- 
ida. More than once we have published 
articles in Public Service Magazine showing 
that Jacksonville’s plant is successfully 
operated, meeting all of its obligations from 
its earnings. It is a serious error to say 
that we invariably report these F ny fail- 
ures. However, we do so report them in the 


majority of cases, for fair investigations 
make no other report possible. 

In the vast majority of cases the reasons 
for municipal ownership failure are that the 
publicly operated properties pay no taxes and 
make no allowance for interest on invest- 
ment. In most cases they ignore proper 
charges for replacement and obsolescence. 
We submit that these charges are vital and 
essential in any going enterprise. So when 
our investigators find that municipal nlants 
make their showing of success only by evad- 
ing these essential charges we, of course, re- 
port them, and the plants show themselves 
to be failures, from an economic standpoint. 
We are dealing with fundamental principles, 

If you found plants ignoring these prime 
factors while claiming to operate success- 
fully, what would be your conclusion? 

. —H. J. Gonpen, 
President, Utilities Publication Company, 
Chicago, Illinois. 


The Use of Naval Vessels as 
Emergency Power Plants 


HAVE read the letter from Mr. T. A. Stev- 

enson, (in the October 29th issue) man- 
ager of the Tacoma Chamber of Commerce, 
in which he takes exception to certain state- 
ments in my article appearing in the Septem- 
ber 3rd number of the Pusiic UTIities 
ForTNIGHTLY. 

I find difficulty in following his line of rea- 
soning when he discusses the use of the 
U. S. S. Lexington as an auxiliary electric 
power plant for the benefit of the city of 
Tacoma. The one outstanding fact is that 
this unit of the United States Navy costs the 
nation about $600,000 a month and that it 
was diverted from its normal duties and giv- 
en over to the exclusive use of the people of 
Tacoma for less than $100,000 a month. This 
implies no criticism of Tacoma—it simply 
provides a splendid example of what may 
happen when a community relies on an iso- 
lated, hydroelectric plant for its chief source 
of electric light and power. 

Mr. Stevenson says that “if the Lexington 
had not been at Tacoma the above-men- 
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tioned charges would have gone on just the 
same. The officers and men would have been 
fed and paid as per usual. Interest on the 
investment and depreciation would have gone 
on just the same. If the Lexington had been 
at sea, the cost would have been a great 
deal more to the government than it was 
while she was tied up at the dock.” 


upposE we follow this idea to its logical 
S conclusion. As I understand Mr. Steven- 
son’s argument, it is quite all right to use 
any part or all of the United States Navy 
for local purposes during peace times for 
the very good reason that the taxpayers of 
the nation have to pay for it in any event. 
It would seem, therefore, that we might con- 
sider the idea of tying up its many units to 
the docks of various seacoast communities 
for such service as might be required of 
them, ranging from a supply of officers in 
uniform for social events to plumbers to fix 
the mayor’s shower bath. Of course, inland 
cities might object, but as inland cities are 
always assuming the rdle of conscientious ob- 
jectors this would not be a serious matter. 
If desirable, it might be possible to fit up 
battleships and cruisers with landing gear 
and haul them overland by army trucks, or 
run transmission lines from them on the 
coast. 

To use a simpler illustration, it would be 
quite proper for me to request the Scarsdale 
Fire Department to loan me its hook and 
ladder for use in painting my house on the 
theory that interest on the investment and 
depreciation would go on just the same 
whether it remained in the fire house waiting 
for an emergency call or is being used on 
my property. This is quite in line with the 
theory of a friend of mine who, arriving 
late one night and somewhat the worse for 
wear, called up the police department and 
demanded the use of the police patrol wagon 
as a taxicab, none being then available. I 
know of a number of post offices which 
might be used with greater profit to the tax- 
payers if private filling stations or soda wa- 
ter fountains were installed. 


[ is a curious thing that whenever any 
writer who is honestly opposed to all 
forms of government ownership and opera- 
tion of business enterprises says any word 
in criticism, its advocates rise up and shout 


Power Trust.” If Mr. Stevenson really 
wants to know who is to blame for the ar- 
ticle, I suppose we will have to pass the buck 
to Harper & Brothers. The editors of Pus- 
Lic Utinities FortNiGHTLY discovered that I 
was under contract to write a book for them 
and it was through them that this magazine 
acquired the serial rights of six chapters— 
the series it is now running. What is more, 

€ magazine paid me for them with admir- 
able promptness. I doubt if any of the of- 
ficials of the N. E. L. A. know, except in a 
vague way, that I am writing such a book. 


It happens to be a matter between Harper’s, 
me, and God. 

I must insist that Mr. Stevenson’s rather 
faulty logic leaves me cold. If he is fed up 
with the use of Tacoma’s emergency as an 
outstanding example of what happens to a 
community and the taxpayers generally when 
they put their faith in a municipally owned 
plant, I am equally fed up with this contin- 
ued screaming of “Power Trust” whenever 
anyone has the temerity to criticize govern- 
ment or political ownership and operation. 

—Ernest GREENWOOD, 
New York, New York 


e 


The Adequacy of State Regula- 
tion of Holding Companies 


HAVE read with interest Professor C. W. 
Thompson’s article “The Utility Holding 
Company” published in your issue of Sep- 
tember 17th, and I wish to direct your atten- 
tion to Professor Thompson’s statement that: 


“The fees charged by and the financial 
control of the holding company are prac- 
tically outside the effective jurisdiction of 
the states. 7 


A very large proportion of the states have 
undertaken through commissions and in other 
ways to regulate utility operating companies, 
and the rates for services charged in such 
states are subject to review and regulation, 
and any fees charged by the holding company 
to the operating company for services ren- 
dered are subject to the review of and ap- 
proval by the state tribunals. There is a 
growing tendency in courts and regulatory 
bodies to fix the fees charged by the holding 
company (and included in the operating com- 
pany’s expense) at a figure not in excess of 
the value of the services rendered to the 
operating company, the burden of proof as 
to this resting with the utility. 

Under these circumstances (and in view 
of the fact that in a majority of the states 
over-issue of securities by an operating 
company would be impossible as the state 
commissions generally must approve the 
amount of securities issued, the price at which 
they are sold, and the interest or dividend 
rates), to give this same authority to the 
national government would be of small if 
any additional benefit to the utility consumer, 
particularly when, as experience has proved 
in connection with national regulation, large- 
ly increased operating expenses result there- 
from because of the mass of detailed informa- 
tion which is called for and must be pre- 
pared by the companies. 

—H. Hosart Porter, 
President, American Water Works 
and Electric Company, Inc. 
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As Seen from the Side-lines 





bey Louis D. Brandeis, long be- 
fore he went onto the Supreme 
Court Bench once declared in a moment 
of impetuous criticism, “If I were oper- 
ating the railroads of the United States, 
I could save them a million dollars a 
day.” 
* * 

He had principally in mind the 
economies he believed could be effect- 
ed by consolidated operation and har- 
mony of endeavor. 

a x 

A FRIENDLY interjector said to him, 
“If you could do it, they could do it. 
Why don’t they?” 

a a 
“Ask them,” replied Brandeis. 


* ok 
WELL, the Interstate Commerce 

Commission has done it. As we see 
the situation, the commission has said 
in substance to the railroads of Amer- 
ica : 

* K 

“You are much better off than 

most industries; in fact you are much 
better off than you led us to suppose 
you were. But some of you are not 
doing so well. Some help is needed. 
Therefore, we will give you all higher 
rates, but the income from them is to be 
used solely and exclusively to help only 
those roads whose financial credit has 
been or may be impaired. Go back 
among yourselves to organize a plan of 
mutual help along the lines we have 
proposed. Come back to us when the 
plan is organized and we'll give it our 
Okeh.” 

a * 


In regulatory annals, the decision is 


unique. 
* * 


THE idea was broached during the 
hearings on the rate raise. But it 
came by suggestion and insinuation 
not from the railroads themselves but 


from the shippers who pay the bills and 
from the outside observers as Justice 
Brandeis was when he declared he 
could effect a gain of $365,000,000 a 
year and $366,000,000 in leap years. 

* * 


CERTAINLY the railroads didn’t want 
it. They pooh-poohed the suggestion 
with unctuous superiority. Assumed- 
ly it had about as much chance of 
adoption as the cancellation of the war 
debts would have with Calvin Coolidge, 
Esq. 

* * 

THE gentlemen of the commission 
got themselves together in private 
parleys, they contemplated the fate of 
the railroads of a great nation, and they 
proceeded to produce, with elaborations 
of their own, a scheme which came to 
them without prestige, that had none 
of the weight of substantial advocacy 
behind it and was regarded by our 
Washington and Wall Street wiseacres 
as just another of those things. 

* * 

THE scheme is being considered by 
the railroad executives at Atlantic 
City as this is written. Merryle S. 
Rukeyser refers to them as “these as- 
sembled hired men.” Meaning, we as- 
sume, that they are merely the errand 
boys of the great bankers; that they 
will jump forward or backward as they 
are told to jump. 

* * 

WHILE we are in an assumptive 
mood, let us further assume that the 
scheme, or its essence, will be ac- 
cepted by them, with some modifica- 
tions, of course. It would never quite 
do to embrace the other fellow’s plan 
in toto. Because there would be no 
further conferences, no more mullings 
over cold storage fowl and Corona Cor- 
onas, and what have you. The what 
have you can be gotten at Atlantic City 
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by the case, and no questions asked, 
even by the coroner. 
* * 

TueE answer will be (assumption 
again): “We appreciate the commis- 
sion’s interest and we acknowledge 
the deliberation and care it has given 
to the plan it proposes. The plan 
is far from satisfactory. However, we 
will accept it, with the amendment that 
none of the income allocated to the 
weaker lines shall be used by them to 
pay dividends.” 

* a 

Mr. B. C. Forpes writes that the 
railroads should not be their brothers’ 
keepers. The railroad executives pri- 
vately gnash their teeth and privately 
brand the idea as “Socialistic bunk, and 


nothing more.” 
* * 


Way should we operate our lines 
to fuller capacity; why should we 
collect heavier revenues, if they are 
not to be used for ourselves, our serv- 
ice, and our shareholders; why should 
we strive to increase receipts that are 
only to be turned over to other lines, 
possible competitors, that cannot func- 
tion as efficiently and economically as 


we do?” 
* ok 


WE are living in droll and desperate 
days. No one has provided the panacea 
for the business depression. No one 
has waved the magic wand of employ- 
ment. A collective cowardice and a 
collective hope have fallen upon all 
of us. 

* * 

SoMEHOow or other we are going to 
get out of it. We wait for someone 
to produce a plan and we hesitate to ac- 
cept one when it is offered, no matter 
how sound and logical it may appear, 
no matter how fool proof it may seem 
to be. 

* co 

At least, the Interstate Commerce 
Commission has offered a plan. In- 
genious it may be, ineffective it may 
prove to be (only experience will 
justify it or prove its inefficacy), it is 
at least a plan. The commission has 
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gone forward where others have halted, 
hesitated, ducked, dodged, avoided, in 
short, while others have adopted the 
effacement policy of the ostrich in his 


dilemma. 
ok ok 


Hats off to the Interstate Commerce 
Commission ! 

* * 

In our humble opinion (probably not 
so humble as is stated), the commission 
has done more by its decision to elevate 
the policy of public regulation to the 
pinnacle where it should be than any 
other single act has done in two genera- 
tions. 

* ok 

PEopLe like success. But they don’t 
dislike those who are unsuccessful, if 
they try. 

*K * 

Stnce the fateful war days, when 
little bureaus, big autocracies, and self- 
assured oligarchies sprung up in Wash- 
ington and every state capitol, the cause 
of public regulation has suffered almost 
to the point of disaster. 

* * 

THE national government cut into 
the states, took over the railroads, told 
the gas factories how much coal they 
could burn, and designed aprons for 
our women in the households to wear. 
Autocracy and bureaucracy ran mad. 
And it remained until October, 1931, 
for the regularly constituted bodies, 
created by law, to regain some sem- 
blance of authority again. 

* * 

ApvocaTes of public regulation 
everywhere can take heart from the 
commission’s decision. Right or wrong, 
it is a decision, a strong one, made by 
the public officials to whom the people 
have the right to turn for decisions. 
The commission has gotten back to old 
and familiar tracks again. 

ok * 

STATE commissions can very well fol- 

low suit. 





















What Others Think 








The State Commissions Continue to Rebel at Federal 
Invasion of the State Regulatory Field 


T is becoming increasingly evident 
that the American people will soon 
have to make, once and for all, a pro- 
foundly important decision with regard 
to an issue of government that has 
troubled the United States ever since 
the adoption of the Constitution—the 
question of states’ rights. 

Of course, the most dangerous and 
menacing aspect of this question as far 
as our national security was concerned 
was settled by the Civil War. That 
struggle determined definitely that the 
individual state is not a supreme master 
of its own destiny without regard to its 
sister states. But we must still decide 
important refinements of the economic 
aspects of states’ rights. It will be a 
decision of governmental policy rather 
than a decision of bloodshed, but it will 
have an equally vital effect upon our 
national future. 

The issue keeps bobbing up in all of 
our national affairs—prohibition, com- 
mercial monopoly, agricultural and in- 
dustrial aid, unemployment, and now 
utility regulation. We have put off 
the decision long enough. Now we 
must either permit our states to be real 
sovereigns in their own affairs and re- 
strict national legislation to matters of 
interstate commerce, or we must resign 
ourselves to the process of making our 
states mere administrative units for the 
dispensation of regulatory policies 
emanating from Washington. 


OMMISSIONER Frank P. Morgan, of 
Alabama, a southerner, a Demo- 
crat, and an able veteran of regulation, 
made the presence of this critical situa- 
tion clear at the annual convention of 
the National Association of Railroad 
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and Utilities Commissioners at Rich- 
mond last month. 

Commissioner Morgan thinks that 
we have played with the idea of dual 
regulation in the field of public service 
long enough, and that we ought to make 
up our mind one way or the other ; shall 
the states regulate their utilities, or shall 
the job be turned over to a Washing- 
ton commission ? 

The commissioner from Alabama 
does not stop half way in his denuncia- 
tion of Federal encroachment of the 
regulatory field. He makes the coura- 
geous statement that there can be no 
such thing as “dual regulation,” that 
Regional Federal Power Commissions 
are needed “just about as much as 
Switzerland needs a navy.” 

Those who talk of “dual regulation” 
or regional commissions delude them- 
selves. The mere fact that state com- 
missions sit beneath the Federal eagle 
as regional commissions does not take 
away the sting of abject surrender of 
the last shred of a state’s regulatory 
rights. Individual regional commis- 
sioners may be as solicitous about local 
state interests as they please, but it is 
Washington, D. C., that will be the real 
boss and it will be a commission sitting 
near Pennsylvania avenue that will 
have the final say on appeals from re- 
gional decisions. Thus spoke Commis- 
sioner Morgan, who pointed out how 
gradually and completely the Interstate 
Commerce Commission has _ ousted 
practically all state jurisdiction of rail- 
road regulation as a clear precedent of 
what will happen in the field of regula- 
tion of other utilities when Uncle Sam 
once gets his foot past the threshold of 
the state capitols. Furthermore, what- 
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ever justification there may have been 
for complete domination by the Federal 
government in railroad regulation on 
the ground that railroad business is pre- 
dominantly interstate commerce, there 
is no such justification for similar Fed- 
eral encroachments in the regulation of 
other utility service, particularly gas 
and electric service. He stated: 

“There is a fundamental difference be- 
tween regulation of railroads and regula- 
tion of public utilities, especially the power 
utilities. I hold that a Federal commission 
should never be allowed to dictate the rates 
charged within the borders of a state for 
a commodity generated out of the natural 
resources of that state.” 


Wu Commissioner Morgan de- 
nounced legislative interference 
with state regulation by the Federal 
government, his colleague, Clyde L. 
Seavey, president of the California 
commission, speaking at the same con- 
vention, minced no words in denounc- 
ing another branch of the Federal gov- 
ernment for its invasion upon state reg- 
ulatory rights. He spoke of the Fed- 
eral courts. 

Mr. Seavey did not aim his criticism 
at the Federal judges themselves, but 
at the present unsatisfactory state of 
the law which permits Federal courts to 
exercise such complete appellate juris- 
diction in injunction proceedings to re- 
strain regulatory orders issued by state 
commissions. He stated: 

“The Supreme Court looks upon com- 
mission rate making as a legislative rather 
than a judicial act, and it construes due 
process of law to require a complete judicial 
review of such state commission action 
when confiscation of property is claimed. 
While we may believe this is neither g 
law nor equitable legal procedure, still it 
stands as the law unless some way be 
devised to overcome it. It is worthy of 
trial to see if Congress by statute may not 
effectively moderate such court definition.” 
After reviewing the trend of Federal 

legislation indicating a desire of Con- 


gress to leave state regulatory bodies 
alone as much as possible, Mr. Seavey 
continued : 


“Tt seems to be, then, the avowed policy 

of Congress to permit the states to have 
transferred to their own courts those 
causes which the utilities see fit to take 
in the first instance to the Federal courts 
of equity. It must have been the intention 
and expectation of Congress when enact- 
ing such proviso in section 266 that the 
states might take full advantage of that 
right to stay a Federal injunction proceed- 
ing. 
“If the principle thus expressed is prop- 
er, but the procedure provided for its 
exercise has in fact been found unavailing, 
why should not Congress now clearly and 
fairly meet the fundamental demands of 
the states by withdrawing the Federal in- 
junctive power in such cases entirely?” 


r. SEAVEY pointed out that the 

Federal courts have neither the 
facilities nor the background to adjudi- 
cate regulatory proceedings as well as 
a state commission of experienced util- 
ity regulators, and yet such courts pre- 
sume to substitute, merely from their 
contemplation of “the cold record,” 
their own conclusions for the findings 
of state commissioners who “lived with 
the case” during the long tedious 
months of detailed investigations. He 
concluded that if courts would apply 
the same principle to themselves as 
judges of rates as they apply to sus- 
taining utility experts, they would im- 
mediately disqualify themselves to sit 
in judgment. 

—M. M. 


Tue RicHts or THE States. Address by 
Frank P. Morgan before the annual con- 
vention of the National Association of 
Railroad and Utilities Commissioners. 
Richmond, Va. October 21, 1931. 


Tue Strate CoMMISSIONS AND THE FEDERAL 
Courts. Address by Clyde L. Seavey be- 
fore the annual convention of the National 
Association of Railroad and Utilities Com- 
cep. Richmond, Va. October 21, 





q “Every drug-store cowboy, every hotel lobby loafer, 
and every Pullman smoking room lecturer can tell you 
off-hand just how to make rates.”—Frank P. Morcan 
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Is the Success of State Regulation 
the Chief Cause of Its “Breakdown?” 


HE old proverb that nothing suc- 

ceeds like success may be true 
when applied to many situations, but it 
is not, apparently, true when applied 
to regulation of public utilities by the 
state commissions. Notwithstanding 
the fact that under the steady hand of 
state regulation, gas, electric, and tele- 
phone companies are weathering the 
present financial storm better than any 
other class of commercial enterprise, 
while at the same time rendering better 
service at cheaper rates than ever in 
their history, it is precisely that funda- 
mentally sound financial condition, that 
deep-seated healthy and prosperous sit- 
uation that marks utilities for political 
attacks not visited upon other concerns. 
It is because, in other words, state reg- 
ulation has succeeded in affording such 
utilities an opportunity to attain the 
peak of economic stability that critics 


of state regulation for that very reason 
say that it has been a failure, that it has 
broken down, and that the Federal gov- 


ernment, fresh from its dubious 
achievement in the present sorry affairs 
of the railroad industry, ought to take 
over the reins. 

That is why a statement made by 
the retiring president of the National 
Association of Railroad and Utilities 
Commissioners, Harvey H. Hannah, of 
Tennessee—a statement which reeks 
with common sense—will probably fall 
on deaf ears. He was addressing the 
recent annual convention of his asso- 
ciation at Richmond. He said: 


“The champions of centralized govern- 
ment and of federalization of the agencies 
of regulation who advocate stripping the 
states so far as possible of their sovereign 
rights, which would make. them only out- 
lying provinces, as it were, will find little 
comfort if they will take survey of the 
nation as it stands today in the shadow of 
the greatest financial crisis in its history, 
when they find the utilities corporations, 
which are solely under state regulation, 
are weathering the storm better than are 
all other agencies of commerce and trade, 
and that their securities have depreciated 


less than other securities on the market 
today. This, in my opinion, grows out of 
the fact that the state regulating bodies 
in a vast majority of the states must, under 
the law, pass upon the issuance of bonds 
and stocks of these various utility corpora- 
tions, and those issues are always kept 
within the limit of sound financing and 
below the rate base which is the actual 
valuation of the physical properties of the 
corporations which are used and useful in 
the public service. In other words, the 
valuation adopted for security issues re- 
flects what the property is actually and 
honestly worth with all the water squeezed 
out of it.” 


ore. if a healthy condition of 
gas, electric, and telephone busi- 
ness were a criterion—state regulation 
would be a howling success. Doubtless, 
if we placed these industries beside the 
railroad business, it would show up 
Federal regulation as a complete fail- 
ure. But such success in the field of 
state regulation betokens failure—a 
failure of state commissions to keep 
these utilities in a condition barely es- 
caping bankruptcy. 

Bankruptcy! That is the measure of 
success in regulation. If our electric 
companies were reporting huge deficits, 
abandoning service, and cutting wages; 
if our gas companies were unable to 
proceed with construction plans instead 
of being, as they are, engaged in a pro- 
gram that will ultimately permit natural 
gas service for most of the country,—if 
our telephone companies were falling 
into the. hands of receivers like leaves 
from the autumn trees, as railroad com- 
panies have already fallen—then state 
regulation would be a success from the 
standpoint of its critics who urge the 
substitution of Federal control. 

Commenting on President Hannah’s 
speech along similar lines, the Wall 
Street Journal editorial states: 


“Mr. Hannah is chairman of the Ten- 
nessee Railroad and Public Utilities Com- 
mission. He does not apparently realize 
that it is precisely this prosperity of the 
utility industry which in the eyes of our 
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‘Progressives’ constitutes at one and the 
same time its unforgivable crime against 
the ‘public,’ and convincing proof that it 
is charging ‘extortionate’ rates for services. 
That he is oblivious of this must be 
charged, no doubt, to the fact that he 
knows what he is talking about—no slight 
handicap to real ‘freedom of thought.’” 


“We must be sure,” say the critics 
of state regulation, “that these utility 
monopolies are not exploiting the pub- 
lic.” Apparently these gentlemen are 
never sure until they see the utilities 
fighting to keep their heads above water. 
Every time a utility declares a stock- 
holders’ dividend, it is prima facie evi- 
dence that state regulation has failed. 


RESIDENT Hannah recommended for 

the careful consideration of his 
brother state commissioners assembled 
at Richmond, a report made by a com- 
mittee of the American Bar Associa- 
tion, which recently assembled at At- 
lantic City. He quoted from that re- 
port the following paragraph haviug to 
do with the problem of regulating in- 
terstate electric power: 


“Several solutions have been proposed. 
(1): Create a series of compacts between 
various states affected by interstate opera- 
tions so as to permit such states by means 
of a joint commission to regulate the inter- 
state commerce involved. (2): Have 
Congress create regional commissions sub- 
ordinate to either the Federal Power Com- 
mission or to the Interstate Commerce 
Commission, to be made up either of com- 
missioners from the commissions of the 
several states in such region or of in- 
dependent Federal appointees. (3): Con- 
tinue the present system of leaving un- 
regulated the interstate commerce involved 
but have the state commissions deal with 
problems affecting the neighboring states 
by consultive and joint action with the 
commissions of the neighboring states. 
(4): Have Congress enact legislation 
specifically divesting electricity and gas 
transmitted in interstate commerce of its 
interstate character immediately prior to 
the sale to the distributing company, thus 
making its sale subject to regulation in the 
state of purchase.” 


Here, in succinct form, is a list of the 
possible solutions for the problem that 
at present lend some weight to the 
clamor for the substitution of Federal 
for state regulation. They constitute 
much meat for thought. 


| genomes! Hannah concluded with a 
very practical suggestion. Having 
deplored the past tendency of Federal 
courts to usurp state regulatory powers 
under the cloak of those two most elas- 
tic provisions in the Constitution —the 
“commerce clause” and the “Fourteenth 
Amendment,” he noted what he be- 
lieved to be a recent trend in the other 
direction. The much discussed “re- 
alignment” of the membership of the 
Supreme Bench, President Hannah re- 
garded as favorable to more protection 
for state regulatory rights. He thought 
that possibly a little campaign work by 
the commissioners along these lines 
among their own local electorate might 
help. He stated: 

“In this connection, while the members 
of our judiciary may not be influenced to 
any great extent by public opinion and 
should not be influenced by unthinking 
mob clamor, I think it is well for our state 
commissions to keep up their fight for 
states’ rights to the end that good sound 
public opinion may more completely and 
thoroughly recognize those rights and the 
courts of the country also recognize them 
= their interpretation of our fundamental 
aw. 

Apparently President Hannah is in 
accord with the statement made many 
years ago by that most astute student 
of government, Mr. Dooley: 

“Th’ Shuprame Court always reads 
th’ illection rayturns !” 

—F. X. W. 


Appress by Harvey H. Hannah before the 
Annual Convention of the National Asso- 
ciation of Railroad and Utilities Commis- 
sioners. Richmond, Va. October 20, 1931. 


Eprrortat. Wall Street Journal. October 
23, 1931. 





“Every person who is at all informed about state regula- 
tion knows that there is not adequate regulation of the 
public utilities in more than one fourth of the states of 


this Union.” 


—FrankK P. Morcan 
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The Privilege of Each State to Maintain 
the Kind of Utility Commission It Chooses 


HILE other speakers at the recent 

convention of the National Asso- 
ciation of Railroad and Utilities Com- 
missioners at Richmond were attacking 
the threatened encroachment of the 
Federal government on the regulatory 
powers of the state, on the principle of 
states’ rights, Mr. James S. Benn, until 
recently a member of the Pennsylvania 
commission, defended the prerogatives 
of the states on more practical but prob- 
ably less known grounds, that might be 
summed up in the curt Latin phrase of 
the ancient Horace, “Attende tibi’— 
which could be translated in our mod- 
ern parlance as “mind your own busi- 
ness,” or “live and let live.” 

In other words, Mr. Benn fails to see 
why Uncle Sam should take it upon 
himself to ram a Federal concept of 
governmental morality down the throats 
of states which have other tastes. Has 
he not gotten himself into enough 
trouble by attempting to be the supreme 
arbiter of morals in the matters of liq- 
uor drinking? Do not such states as 
Massachusetts, Maryland, and New 
York threaten a terrific rebellion 
against this self-appointed Policeman 
from Washington? Even if the major- 
ity approve of the morality thus im- 
posed, has the minority state no rights 
at all? When will Uncle Sam learn the 
wholesome lesson of “live and let live?” 

It was this type of homely common 
sense that made Mr. Benn’s brief ad- 
dress one of the more forceful of the 
whole Richmond convention. Although 
a lawyer and a good one, Mr. Benn fails 
to worship slavishly at the shrine of 
uniform laws, even among the states. 
He said: 


“For one, I have never been unduly ex- 
cited over the so-called lack of uniformity 


among state regulatory laws. Their fun- 
damental principles, being principles of law, 
equity, and common sense, are and always 
will remain the same. Differences and 
distinctions in methods of approach to 
various problems and situations depend 
largely, if not almost entirely, upon local 


conditions. If some of the states find it 
necessary or advisable to legislate upon 
or regulate some features of utility service 
which other states do not feel called upon 
to do, that in my judgment is strictly the 
business and concern of those states them- 
selves. For instance, if Minnesota finds it 
to the interest of the people of Minnesota 
to maintain warehouse inspection; if states 
like Iowa and New Mexico do not feel the 
necessity of going so far into the regula- 
tory field as the states of New York or 
Washington or Texas; or if some states 
find it to their interest to place greater, 
or less, emphasis upon certain features of 
utility regulation than do the remaining 
commonwealths of the Union, then I for 
one say that it is for the states themselves 
to decide the scope and extent of the exer- 
cise of their regulatory powers.” 


NE of the bills now pending in Con- 

gress which purports to be most 
tenderly careful to preserve state regu- 
lation “where it is exercised” would, 
upon the frank admission of its author, 
impose Federal rate regulation on elec- 
tric power in states where the local gov- 
ernment “cannot or will not regulate 
it.” 

That is just where Mr. Benn’s argu- 
ment applies. The Senator who pro- 
poses this bill thinks that his case is 
made out when he shows that some 
states have second-rate commissions 
and some none at all. But as Mr. Benn 
would say, “Whose business is it?” If 
the people of a theoretical state, say,— 
the state of Coma—want to put up with 
a second-rate commission—if indeed 
they are willing to put up with no com- 
mission at all, still whose business is it? 
The people of the states ought to be 
entitled to have as much government or 
as little government as they please. 

A concluding point scored by Mr. 
Benn in his address was his expression 
of frank contempt for government own- 
ership advocates who lack the courage 
of their own convictions, who go sneak- 
ing around under the false disguise of 
“critics of regulation,” who conceal 
their real aims beneath such phrases as 
a love of “open competition,” who are 
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afraid to announce openly their real 
purpose but do not hesitate to commit 
sabotage against regulation, for which 
they profess a desire to see succeed, 
every time an opportunity presents it- 
self to slip a dirk in backs of the state 
commissions. 

Mr. Benn concedes that much is to be 
said for government ownership—that 
. many of our most intelligent and be- 
loved leaders seriously believe it to be 
a wise policy. For these Mr. Benn 
holds all the affection of a respected ad- 
versary. It is at the regulatory Judas 
that he aims his scorn. Not every critic 


of state regulation is, of course, dis- 
honest in this way. But all three class- 
es, those who are satisfied with present 
regulation, those who are dissatisfied 
with it, and those who would do away 
with it altogether in face of government 
ownership, will agree with Mr. Benn, 
that people who want government own- 
ership ought to be honest enough to say 


so. 
—M. M. 


Appress by James S. Benn before the An- 
nual Convention of the National Associa- 
tion of Railroad and Utilities Commission- 
ers. Richmond, Va. October 23, 1931. 





Government “Demonstration Plants” for Teaching 
the Power Industry How 


ENATOR Clarence C. Dill, Democrat- 
S ic wearer of the toga from Wash- 
ington state, wants Congress to build a 
few power plants in different parts of 
the country as “demonstration plants as 


to the cost of electricity.” This state- 
ment was made in an address at Los 
Angeles October Ist to the Public 
Ownership Conference. 

The Senator flatly declared that city 
governments and state commissions 
have completely failed “to protect the 
American people against excessive rates 
for electric power,” and that a model 
system of governmentally owned and 
operated electric plants “would provide 
the effective competition necessary to 
regulate the cost of electricity sold by 
the power trust.” 

Senator Dill’s proposals are some- 
what the same as the Big Stick power 
policy sponsored by Governor Frank- 
lin Roosevelt of New York, whereby 
the state would use its own power priv- 
ileges as a threat to hold over the heads 
of private companies and, if necessary, 
to club them into submitting to rates 
based upon prudent investment, and to 
other concessions deemed necessary, 
for the public interest. 

The Senator does not go to the ex- 
tent of advocating a complete national- 


to Operate Economically 


ization of the power industry but he 
recognizes that this is both economical- 
ly impracticable and politically improb- 
able. He visualizes, however, a system 
of governmentally owned plants situat- 
ed at strategic points which by force 
of a good example in the matter of low 
rates and good service would have the 
same effect on private plants in their 
vicinity as a Little Orphan Annie on 
a whole neighborhood of naughty chil- 
dren. Muscle Shoals in the southeast, 
Boulder Dam in the southwest, the St. 
Lawrence development in the north- 
east, and the exploitation of the Co- 
lumbia basin in the northwest, would be 
four plants which would form a good 
nucleus for further competitive educa- 
tion of the power industry, according 
to Senator Dill. He stated: 


“Congress could not justify nor would 
the people approve a policy of public 
ownership of a nation-wide power system. 
But there are certain things Congress can 
and should do to secure lower power 
rates to the people. 

“First: Congress should direct the 
power commission to fix rates for inter- 
state power on the basis of actual invest- 
ment for the production and distribution 
of power. That is the only sound basis for 
rate making by a power company. 

“Second: Competes should prohibit the 
issuance of watered stock by any licensee 
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of the power commission or by any cor- 
poration engaged in interstate power busi- 
ness. If watered stocks are never issued, 
they cannot be used as a basis for rate 
making or sold to innocent investors as 
sound securities. 

“Third: Congress should build a few 
great dams and power plants in different 
sections of the country and sell the elec- 
tricity to municipalities and local power 
districts and for aid in the development 
of the country where they are located.” 


In other words, Senator Dill would 
have the government take over the four 
most advantageous power sites and 
operate them as model examples of how 
power plants should be operated—for 
the edification of the private power in- 
dustry. Smaller private companies 
struggling along with fuel generating 
plants and less powerful hydro sites 
will be expected to match the perform- 
ance in both rates and service of these 
governmentally owned Titans. 


NE naturally wonders why, if the 
government operators are expect- 
ed to show a good example to the 
private plants, it would not also be a 


wise plan to have the private operators 
show a good example to the government 
operators if they can. In other words, 
instead of giving all four of the best 
available sites to the government opera- 
tors, why would it not be fair to give 
two or at least one of them to the 
private operators to see what they can 
do with it? If competition between the 
two operators is so desirable, why is 
it necessary to start out by giving one 
of the competitors the cream of all the 
hydre sites? Does governmental op- 
eration need the benefit of the handi- 
cap? Why is it then that Senator Dill 
is so dead set against giving the right 
to any of these important sites over to 
private operation? 

If we are to have a fair contest be- 
tween private and government owner- 
ship for the prize of public favor, why 
should not the contestants both start 
from scratch? 

—jJ. D.C. 


Appress by U. S. Senator Clarence C. Dill; 
Public Ownership Conference. Los An- 
geles, Cal. October 1, 1931. 





Is Regulation Inevitable for All Types of 
Private Business? 


complete answer to the trend toward 
corporate merger that was in evidence 
even in those early times. 


s most private business tending to 
become a monopoly—regulated by 

itself—or, to be more accurate, by eco- 
nomic forces of supply and demand? 
Is open competition in business today 
really nonexistent? 

The answers to these questions pri- 
marily concern business matters gen- 
erally, but they should be of particular 
importance to the public utility indus- 
tries. 

Back in the days just prior to the 
trust-busting nineties, the idea that any 
commercial monopoly was ipso facto 
and per se both a sin and a menace 
gained much political favor. That 
competition was the life of trade and 
must be preserved, if necessary by the 
police, seemed to be the politician’s 


T was in the field of public utilities 

that the fallacy of the old axiom 
about competition being the life of trade 
first broke down completely. It became 
evident that two or three telephones, 
for example, on one’s desk, represent- 
ing two or three competing telephone 
utilities operating in the same com- 
munity, was not only a great nuisance 
but a great economic waste; a waste 
that imposed the greatest penalty on the 
public because after all it was the public 
that had to support the maintenance 
of duplicate facilities. 

So it became likewise obvious in the 
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case of other types of utility service, 
such as gas, electricity, water, and 
carrier service, that the public was 
best served when the utilities were 
given territorial monopoly. Of course, 
an unguarded, that is to say, an un- 
regulated monopoly in the field of pub- 
lic service would be unthinkable be- 
cause of the power of the operators of 
the utility monopoly to exploit the 
public through the imposition of extor- 
tionate rates. So public utility regula- 
tion was born, and the policy of exempt- 
ing public utilities from the operation 
of anti-trust laws has become the regu- 
latory policy of the entire country with 
the exception of three or four states. 

But this doctrine was never extended 
to other businesses. On the contrary, 
the politician of the gay nineties con- 
tinued to believe in the sanctity of the 
proposition that competition is the life 
of trade. 

So the Sherman Anti-Trust Law, the 
Clayton Act, and similar laws were 
passed both at Washington and in the 
state capital. 


ECENT commercial development, 
however, has profoundly shaken 
our faith in these laws. Dr. Harry W. 
Laidler tells us with the most amazing 
vividness and detail just how little he 
believes the anti-trust statutes mean. 
He maintains that price fixing is com- 
mon everywhere in every line of in- 
dustry; and that it is winked at by the 
Federal government and not only en- 
couraged but even commanded by some 
officials of some of our state govern- 
ments, such as in Oklahoma and Texas. 
Just to give a few of the highlights 
of the extent to which concentration in 
American industry has developed not- 
withstanding the existence of the anti- 
trust laws on our statute books, Dr. 
Laidler says that one per cent of the 
banks control 99 per cent of the re- 
sources of the country ; that the Ameri- 
can Sugar Refining Company complete- 
ly dominates the sugar field; that Radio 
Corporation of America dominates the 
radio field; that the Singer Company 
dominates the sewing machine field; 


that the U. S. Shoe Machinery Com- 
pany has a virtual monopoly on shoe 
manufacturing. 


CCORDING to Dr. Laidler it is when 

we come to consider price fixing 

that our illusions of free and open com- 

petition enforced by the Sherman Act 

receive the hardest blow. So ingenious 

is the mechanism of this universal! prac- 

tice that even those who participate in 

it are frequently unaware of its opera- 
tion. 

John Smith, honest farmer of upstate 
New York, has a dairy business. He 
looks in the newspaper and sees that 
milk wholesale is selling for $1.05 a can. 
He sells his milk the next morning 
under the impression that that rate has 
been fixed by common agreement among 
dealers as the result of the free inter- 
play of the law of supply and demand. 
What is more, he sells it to his own 
farmers’ cooperative association in 
whose integrity he has, probably with 
good reason, complete confidence. 

But John Smith and thousands like 
him on dairy farms supplying the 
metropolitan area of New York are un- 
aware that probably a handful of gentle- 
men sat down at a table in New York 
city and fixed the price that John Smith 
will receive, with little regard for either 
supply or demand. What the traffic 
will bear is their chief concern. They 
control demand because they control 
all distribution facilities, and over an 
area large enough the demand for milk 
is constant. They dictate to supply by 
giving Smith only as much as they 
think will keep him satisfied and in 
business. 


rR. Stuart Chase, commenting on 
Dr. Laidler’s exposition of price 
fixing, stated: 


“Again, we must reckon with the amazing 
development of the trade association. In 
an industry where no great constellation 
takes command, where competition appears 
to be rife amid a thousand small fry, the 
trade association can give, and, alas, has 
given, the spirit of the Sherman Law an- 
other sock in the eye. Are you aware 
of what price cutting is now called in 
trade-association circles? It is called a 
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crime. The price cutter should be in- 
carcerated; he should be lynched! Let 
your mind rest on this nugget for an 
instant. To lower prices is a criminal 
offense. To lower them from what? 
Obviously from some standard price level. 
Since when has free competition known 
standard price levels; since when has it 
been a crime for a man to sell his own 
goods at any price he jolly well pleases? 
What else does free competition mean? 
If you take away individual freedom to 
fix prices, you put a depth bomb under 
the whole institution. Trade associations 
are in effect setting or trying to set price 
standards, and are putting bitter pressure 
on those who undersell the standard. This 
price maintenance they call ‘constructive 
competition,’ but they might equally well 
term it noncompetitive competition.” 


B" Dr. Laidler does not stop with 
presenting his case against the ef- 
fectiveness of the anti-trust laws to the 
bar of public opinion. He does not 
attempt necessarily a complete remedy 
or even a substitute for anti-trust laws. 
But he does point to a line of reasoning 
that will help American business out of 
its present muddle of price conferences 
and intercorporate subterfuges. 

First of all, let us be honest about the 
effect of the anti-trust laws. En- 
lightened public opinion on the subject 
can be divided into two classes. The 
first group believes that the Sherman 
Act is dead and that we ought to admit 
it, open our windows, call the under- 
taker, and get the corpse off our statu- 
tory premises where at present it tends 
only to spread corruption. The second 
group feels that, although the Sherman 


Act and allied legislation are not even 
50 per cent effective, they do stop 
monopolistic abuses from becoming too 
barefaced, and that any effect they 
might have along those lines, however 
little that may be, is worth the price 
of keeping the laws on our books. 

With this second point of view Dr, 
Laidler has no patience. He believes 
that the sum total result of our anti- 
trust laws has been to make big cor- 
porations sneaky and their lawyers 
more suave. 


R. Laidler concludes that the ulti- 

mate trend of these monopolies 
will be an expansion of the practice of 
regulation. Let us not waste tears, he 
says, over the evasion of these silly 
saws. On the contrary, let us have 
bigger and better mergers. Then when 
our principal industries have become 
thus centralized into intelligent operat- 
ing units, let us call them utilities— 
recognize that they are clothed with 
public interest, and regulate their rates 
and service. 

But there may be legal difficulties in 
the way of that which will have to be 
overcome if Dr. Laidler’s view is to 
be adopted. A business cannot be made 
over into a public utility by legislative 


fiat. 
—F. X. W. 


CoNCENTRATION OF CONTROL IN AMERICAN 
Inpustry. By Harry W. Laidler. New 
York: Thomas Y. Crowell Company, 1931. 
500 pages. $3.75. 
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Governor Ritrcure Takes Firm STAND 
AGAINST GOVERNMENT OwnersHIP. Elec- 
trical World; September 26, 1931. 


Bank Crepir Must Be Apyustep To UsE oF 
Enercy. By Harper Leech. Electric Light 
and Power; October, 1931. 


GovERNMENT IN BUSINESS AND THE GENERAL 
We rare. By Richard T. Ely, Director, 
Institute for Economic Research, North- 
western University. Review of Reviews; 
October, 1931. 

Government should not attempt to shape 
and direct our economic life by competition 
or undue interference with private business. 


Intrnors’ MetHop oF REGULATING ACTIVITIES 


or Pustic Utiities. By Charles W. Had- 
i United States Daily; September 
The chairman of the Commerce Commis- 
sion of Illinois outlines the manner in 
which the agency fixes rates and supervises 
services rendered by the companies. 
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The March of Events 





The 43d Annual Convention of the National Association of 
Railroad and Utilities Commissioners in Richmond 


EMBERS and guests of the National 

Association of Railroad and Utilities 
Commissioners descended upon the historic 
city of Richmond, Virginia, for the pur- 
pose of attending the annual convention of 
that regulatory body, amid the most color- 
ful surroundings that have yet greeted them 
during the forty-three years of the organiza- 
tion’s existence. October 19th, designated 
on the convention program as “The Day 
Before,” marked the final and most impres- 
sive ceremonies in celebration of the sesqui- 
centennial anniversary of the surrender of 
Lord Cornwallis at Yorktown, seventy miles 
away, and Richmond in general and the 
Jefferson Hotel (the headquarters of the 
convention) in particular were given a festive 
air by the picturesque uniforms of those 
famous military bodies, the Richmond Blues 
and their special comrades in arms, the Gov- 
ernors Footguards of Connecticut. The 
hosts of the convention, the State Corpora- 
tion Commission of Virginia, under the able 
chairmanship of Hon. Lester Hooker, had 
made elaborate preparations for the event, 
and early on the morning of the 19th a con- 
voy of motor busses bore the delegates and 
guests to Yorktown, where the entire day 
was spent in viewing the pageant. 

The business sessions of the convention 
were opened at 10 a. m. on October 20th 
by the president of the association, General 
Harvey H. Hannah. Virginia’s greeting to 
the delegates was extended by Lieutenant 
Governor James H. Price; Richmond’s wel- 
come was extended—in a notably excellent 
address, it may be observed—by Mayor J. 
Fulmer Bright, and the Virginia commis- 
sion’s greetings were delivered by Judge 
George C. Peery. The response in behalf 
of the guests was made by Hon. Hugh H. 
Williams of New Mexico. Hon. Ezra Brain- 
erd, Jr., chairman of the Interstate Commerce 
Commission, extended felicitations from the 
Federal organization which he represented. 
The real work of the convention began with 
the annual address of the president of the 
association, General Hannah; this was fol- 
lowed by the roll call by Secretary James 
Blaine Walker; by the report of the executive 
committee by its chairman, Hon. J. J. 
Murphy—(a more extended account of the 
events which followed this report will be 
found on pages 579 to 585 of this issue of 
Pustic Utinitres FortNiGHTLY)—and by the 
announcements of session committees. 


The afternoon meeting with an ad- 
dress by Hon. William G. Fullen, chairman 
of the Transit Commission of New York on 
“State versus Federal Commission in Aban- 
donment Proceedings,” and was followed 
by the reports of nine committees. Excerpts 
from these reports, (as well as from the 
committee reports that followed on succeed- 
ing sessions) will be found on pages 596 to 
603 of this issue of the magazine. 

The morning gathering of October 21st 
was devoted exclusively to consideration of 
committee reports; the afternoon meeting 
was introduced with addresses by Hon. 
Frank P. Morgan of the Alabama commis- 
sion and by Hon. Clyde L. Seavey, president 
of the California Railroad Come, 
(comments upon and excerpts from these 
will be found in the department “What 
Others Think,” beginning on page 616) and 
was followed with a long executive session 
open only to the commissioners themselves. 
At its conclusion the following officers of the 
association were elected for the ensuing year: 
president, Hon. J. J. Murphy of South 
Dakota; Ist vice president, Hon. Hugh H. 
Williams of New Mexico; 2nd vice president, 
Hon. J. Paul Kuhn of Illinois; al 
solicitor, John E. Benton of Washington, 
D. C.; assistant general solicitor and assist- 
ant secretary, Clyde S. Bailey of Washing- 
ton, D. C.; secretary, Hon. James Blaine 
Walker of New York. 

The morning of the following day, October 
22nd, was given over to the reception of 
committee reports; in the afternoon the 
delegates and guests made a sight-seeing 
tour of Richmond. In the evening a banquet 
was served, followed by speeches and 
dancing. 

The final day, October 23rd, was confined 
largely to reports of committees and to ad- 
dresses by Hon. George R. Van Namee of 
the Public Service Commission of New 
York; D. W. Russell of the Fargo Motor 
Corporation of Detroit; Samuel S. Wyer, 
consulting engineer of Columbus, Ohio; S. A. 
Markel of the National Association of Motor 
Bus Operators; Hon James S. Benn, for- 
merly of the Pennsylvania Public Service 
Commission, (see ‘ t Others Think” de- 
partment); Hon. Claude L. Draper of the 
Federal Power Commission; Dr. Walter M. 
W. Splawn of Washington, D. C.; Hon. 
Alexander Forward, managing director of 
the American Gas Association; Paul Clapp, 
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managing director of a National Electric 
Light Association, and by W. L. Stanley, 
vice president of the } ned Air Line 
Railway. 

For the ladies who attended the convention 
the hosts of the occasion provided a theatre 

party on October 20th; a tea at the mansion 
of Governor and Mrs. Pollard on October 
21st, and excursions to the historic towns 
of Jamestown and Williamsburg on October 
22nd. 

No report of the convention would be com- 
plete without an acknowledgment of the 
efficiency and courtesy of the official hosts, 
led by Chairman Hooker of the Virginia 
commission, whose efforts to demonstrate 
what southern hospitality really is were so 
notably successful, or without a tribute to 
President Hannah, who carried through the 
schedule with his accustomed capability and 
geniality, without a break. 

The 1932 convention will be held in Hot 
Springs, Arkansas, next November. 


* 


Court Will Hear Arguments on 
Federal Commission Powers 


A= made by the government to dis- 
miss the case of the Appalachian Elec- 
tric Power Company against the Federal 
Power Commission is expected to be argued 
soon in a Virginia Federal court. Federal 
Judge McDowell, who refused to grant the 
first motion of the power commission for 
dismissal, will hear the argument. 

Early in the summer the government 
argued that a Federal court in Virginia had 
no jurisdiction over the Federal Power Com- 
missioners, who exercised their authority in 
Washington. This contention was over- 
ruled. The government has sinced moved 
to dismiss on the ground that the United 
States is a necessary party to the sort of 
action’ contemplated by the power company 
and that the commissioners cannot be sued 
as individuals, but must be sued as a cor- 
porate body. Quoting from the Washington 
Daily News:. “The government will argue 
that the power commission cannot be forced 
to clear the title of an illegal water-power 
development any more than it could clear the 


title to a counterfeiting or bootlegging opera- 
tion. 

“The question raised in the government's 
motion will call for argument on all the 
major law points involved in the controversy, 
If it should be overruled the government 
would still have opportunity to protest on the 
basis of facts in the case. 

“The New River Case has been an issue 
between the power commission and the 
company for six years. The company wants 
to build an electric project on the river un- 
der a ‘minor part’ permit instead of a regular 
power commission permit. The former 
waives all regulatory power. If the commis- 
sion should consent to the company’s con- 
tention it would be relinquishing control 
over all tributaries of navigable streams and, 
therefore, over a majority of ,water power 
developments in eastern states.” 


* 


Public Ownership Conference Is 
Held in Los Angeles 


orgy from practically every section 
of the country met at a 4-day session 
of the Public Ownership Conference at Los 
Angeles early in October. Members of the 
United States Senate and Congress, state 
legislators, mayors of cities, engineers, tech- 
nicians, scientists, and public utility specialists 
were in attendance. 

The interest of the conference centered 
largely upon the Boulder Canyon project and 
the Muscle Shoals project. Reports were 
presented by officials concerning public proj- 
ects in various cities. 

The recent development of natural gas 
came in for attention. This included the 
question of investigating coal and its by- 
products for the supplying of gas, smokeless 
fuel, and low cost electric power. 

“Another new feature of the conference 
program,” it was stated in a report by Carl 
D. Thompson, secretary of the Public Own- 
ership League, “was the story of a new and 
most effective plan of organization by which 
the city of Portland, Oregon, has been 
thoroughly organized by ward and precinct 
and successfully carried in successive elec- 
tions for public ownership.” 


e 


Alabama 


Mobile Seeks Lower 
Utility Rates 
HE city commission of Mobile has adopt- 


ed a resolution to call upon the public 
service commission to consider making 


further readjustments in rates charged by 
electric power, gas, and street railway cor- 
porations. 

The resolution recites that the people are 
confronted with the necessity of meeting 
changed economic conditions, the employment 
situation is acute with many suffering, 
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consequently that the commission should put 
in motion the proper machinery to consider 
an adjustment of rates of the companies at 
this time. 

The resolution refers to an adjustment of 
rates rather than a reduction because of the 
objection by one of the commissioners to 
the term “reduction.” He argued that reduc- 
tions in public utility rates could be carried 
to the extreme of bringing about further 
rmemployment by handicapping or curtailing 
utility companies in their operations. Other 
members assert that the rates of these utili- 
ties should be reduced. 


Apartment Owners Want 
Hotel Classification 


= apartment building owners have ap- 
plied to the commission for a change in 
classification for electric rates. con- 
tend that their rating should be 

from the apartment building classification to 
the hotel classification. They have said that 
the apartment buildings are conducted on a 
transient basis instead of leasing for stated 
periods, and for that reason they are entitled 
to the lower rates applicable to hotels. 


2, 
Distriét of Columbia 


Commission Hears Troubles of 
Taxicab Operators 


HE public utilities commission on October 

19th started public hearings on the ques- 
tion of regulating taxicabs with a view to 
lightening the burden of their competition 
with the street car companies and with each 
other. A score of suggested plans to stabilize 
the taxicab industry locally, according to the 
Washington Herald, had served only to add 
to the confusion. This paper states: 

“People’s Counsel Richmond B. Keech last 
night said he believed the commission could 
do no better than to let the rival cab com- 
panies and independent operators settle their 
own differences over rates, boundaries, and 
insurance. 

“Yesterday's hearing was a repetition of 
the first session. Some witnesses clamored 
for a return to metered cabs. Others opposed 
this. Representatives of the Washington 


e 


Board of Trade favored regulations requir- 
ing financial liability on the part of taxicab 
operators to protect the public. 

“John B. Colpoys, editor of the Trade 
Unionist, asked the commission to fix such 
rates for taxicabs as would prevent them 
from entering into direct competition with 
the street railway companies. He advocated 
a return of the metered cabs. 

“John H. Hanna, president of the Capital 
Traction Company, testified that loss of reve- 
nue by his company is due entirely to the 
operation of 20-cent taxicabs. He said his 
company lost at least $95,800 during the 
last two months due to cut-rate cabs. 

“The commission, which started out to 
settle the situation to assure the public of 
adequate service and protection, realizes now 
that such a step is practically impossible 
under its present authority. It may appeal 
to Congress for aid but it is expected the 
operators will be given another chance to 
solve their present problems.” 


Georgia 


Rehearing Is Asked on Decision 
against Confiscation Claim 


2 Georgia Public Utilities Company has 
filed in the United States District Court 
a motion for a rehearing on the special 
master’s report on gas rates in Augusta. The 
special master held that the rate structure 
approved by the commission would not be 
confiscatory ; that properties at Augusta had 
a value of approximately $1,000,000; that the 
rate of return under the disputed rates would 
be 74 per cent; and that a test period of 
from one and one half to three years under 
the proposed rate schedules should be tried. 

The company asks that the report be sent 
back to the special master with instructions 


to report to the court upon the evidence 
evolved. Exception is taken to conclusions 
by the special master which, according to the 
company, seem to have been reached as to the 
probable net earnings in the future on the 
theory that a downward tendency in prices 
of labor and commodities is in existence. 
The company believes that the commission 
should fix such rates in the future if the 
downward tendency of such costs has been 
sufficient to make such rates compensatory. 
Exception is also taken to the conclusion 
that a return of less than 8 per cent is not 
confiscatory, and a valuation of $1,528,356 
is insisted upon. 

The commission has been restrained from 
putting into effect its rate schedule, which 
was adopted in February of this year, by 
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an injunction granted at the time the gas 
company filed suit. This injunction, it is 


stated, will be in force pending final outcome 
of Federal court litigation. 


e 
Indiana 


Therm Rate Basis for Gas 


A’ a conference of city mayors held in 
Indianapolis last month criticism was 
made of plans for the use of the therm basis 
for charging for gas. The Indianapolis News 
states: 

“Mayors and city officials from apprax- 

imately thirty central Indiana towns com- 
pared notes and announced their intentions 
of protesting against the introduction of the 
‘therm’ basis for charging gas consumers at 
a hearing to be held at 9 a.m. Thursday be- 
fore Howell Ellis, member of the public 
service commission. 
*“At the same time, criticism was voiced 
against the newly proposed uniform rate 
schedule announced by Insull interests for 
seventy-six cities and towns of southern 
Indiana in the area described by the utility 
interests as their ‘south system.’ The pro- 
posed new electric rates, according to the 
view taken by the mayors’ conference, will 
result in rate increases for the small house- 
holders who are least able to afford higher 
utility bills at this time.” 

It was asserted by Senator Walter S. 
Chambers that the therm basis is a means to 
get more for a product which costs the 
utility less, namely, natural gas. He stated, 
according to the Indianapolis News: 

“They have offered us a therm rate at the 
same price for natural gas that we are now 
paying for artificial gas. But the point is, 
they propose to serve us with natural gas 
having a higher heat unit content and by 
charging on the heat unit basis, rates a 
thousand cubic feet would be automatically 
increased as they served natural gas with 
more heat units. 

“Tt works out that whereas the people of 
Newcastle now are paying $1.40 a thousand 
cubic feet for artificial gas, they would be 
paying $2.40 for 1,000 B.T.U. natural gas 
under the change from the cubic-foot basis 
of billing to the therm basis. In other words, 
natural gas, which they say costs 40 cents 


wholesale, would be sold for 70 per cent 
more than they have been selling artificial gas 
which they say costs them 90 cents the 
thousand cubic feet to produce.” 

Attention was directed to a law enacted 
in 1901 which provides a criminal penalty for 
a gas company which does not base its 
charges for gas on readings taken from open 
dial meters measuring by the cubic foot, 
The opinion was expressed that this statute 
prevented the commission from authorizing 
a change from the cubic foot basis to the 
therm basis. 


Would Compel Commission to 
Investigate Utility Rates 


A= has been filed in court by Ward B. 
Hiner, president of the Red Ball Transit 
Company, to obtain an order commanding 
the members of the commission to “exercise 
their visitorial powers to investigate and 
determine an equitable and just valuation 
of the property” of the Indiana Bell Tele- 
phone Company, the Indianapolis Power & 
Light Company, and the Indianapolis Water 
Company, and to “fix just and equitable rates 
thereon to the above-named utilities and the 
public for the services rendered.” The 
Indianapolis News informs us: 

“Allegations made by Hiner, who is an 
independent candidate for governor, are that 
the public service commission has refused to 
discharge its ‘plain statutory duty’ in in- 
vestigating and fixing reasonable utility 
rates ‘in the light of declining costs’ under the 
reproduction method of appraising utilities.” 

Fred I. King, secretary of the commission, 
according to the Indianapolis Star, has stated 
that he did not believe such a suit was con- 
templated by framers of the Indiana utility 
laws. He pointed out that the commission 
is almost constantly hearing rate cases filed 
by citizens. 


e 
Louisiana 


Five-Cent Fare Is Given Trial 


T= Shreveport Railway Company has 
put into effect for a 60-day trial period 
an experimental fare of 5 cents instead of the 


usual 8-cent fare on one of its lines. Presi 
dent Ed Jacobs of the company said that this 
was done in order to study the effect of 
lower rates for persons using the service 
for short distances. The line selected will 
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be used for the experiment on account of all 

of ‘the population served by it being near 
down-town section. 

tne ne company issues weekly permits to 


passengers of the line for 10 cents ing 
them authority to take advantage of the 
lower rates. The lower fare does not include 
transfer privileges. 


e 


Massachusetts 


Governor Is Asked to Probe 
Public Utility Rates 


ormER Senator Joseph J. Mulhern, ac- 
F cording to the Boston Herald, has asked 
Governor Ely to send a special message to 
the legislature, in extraordinary session, 
recommending measures of protection for 
the people against alleged excessive profits 
of the New England Telephone and_ Tele- 
graph Company, the Edison Electric Illumi- 
nating Company of Boston, and the Boston 
Consolidated Gas Company. The Herald 
adds : 

“Following up the Mulhern procedure 
Representative Peter J. Fitzgerald, also of 
Dorchester, filed an order with the house of 


representatives seeking the creation of a 
special commission to investigate the rates 
of the three public utilities companies. 

“Mulhern informed the governor that the 
citizens of the commonwealth last year paid 
the three companies $100,000,000 for light, 
fuel, and means of communication and that 
each had disclosed ‘excessive’ operating 
profits. 

“Copies of the letter to the governor also 
were despatched to the mayors, councilmen 
and aldermen of Boston, Cambridge, New- 
ton, Chelsea, Revere, Somerville, Woburn, 
Quincy, and Waltham, and to the selectmen 
of more than fifty neighboring towns and 
members of the legislature seeking the en- 
listment of their support in a campaign to 
reduce rates.” 


e 


Minnesota 


Slash in Electric Rates Is 
Demanded by City 


, o- rates for gas and electricity have 
been the subject of negotiations between 
the Northern States Power Company and 
St. Paul officials in connection with the 


securing of a new franchise. The company 
offered to reduce electric rates and make 
other concessions in exchange for elimination 
in its franchise of a 5 per cent gross earning 
tax. The city was considering whether it 
should request a $380,000 reduction in elec- 
tricity and gas rates as this would equal the 
amount of taxes paid to the city under the 
franchise provision. The city’s proposal, 
according to the St. Paul News, was: 
“Reductions in both electricity and gas 
charges instead of an electricity rate cut and 
establishment of a ‘step’ gas rate as proposed 
by the company. 
_ “Financing by the company of two evalua- 
tions of its propert?ys for rate-making pur- 
poses, one to be made in 1932 and one ten 
years later. 
“Inclusion in the gas franchise of a pro- 
vision giving the city the right at any time 
in the future, to proyide for use of either 
natural gas or a niibcure of natural and 
manufactured gas by blishing require- 
ments for heating valué,@ the gas. 


“Concessions offered by the company 
through Robert F. Pack, its president, several 
days ago, were: 

“A $271,000 reduction in electricity rates, 
equal to the 5 per cent tax on that division’s 
earnings. 

“Establishment of the Minneapolis ‘step 
rate’ charges for gas, which would add 
$80,000 to the company’s earnings, and would 
provide increases for extremely small con- 
sumers but substantial reduction for in- 
dustrial and other heavy consumption. 

“No increase in steam rates. 

“Maintenance of rates in St. Paul at no 
higher levels than those in Minneapolis.” 

Minneapolis, it is stated in the newspapers, 
is also to receive a similar reduction in. rates. 
Mayor Wiiliam A. Anderson of that city 
has expressed the belief that Minneapolis is 
entitled to a larger reduction than the com- 
pany proposes. 


> 


Removal of Commissioners Is 
Asked Because Rates 
Not Reduced 
Aw has been filed by an officer of 


several women’s clubs at St. Paul 
asking Governor Olson to remove members. 
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of the state railroad and warehouse commis- 
sion for alleged wilful neglect of duty in 
failing to adjust telephone rates, according 
to the Minneapolis Tribune. 

The petition demands that a formal hear- 
ing he held when the members of the com- 
mission would be required to show cause why 
they should not be removed on the grounds 
of “incompetency, wilful neglect of duty, 
and nonfeasance in office.” It is charged that 
the commissioners have admitted that rates 
should be graduated down but have taken 


no action. The proponent of this action, it 
is said, appeared before the state senate 
committee on telephone and telegraph at the 
last session of the, legislature in behalf of 
an appropriation bill to permit valuation of 
telephone properties. The bill was defeated 
in committee and the commission has been 
handicapped by lack of funds. A recent 
court decision held that the commission was 
not empowered to place the cost of such 
surveys of public utilities upon the com- 
panies investigated. 


4 
Missour1 


Charter Approval Is Asked for 
New Gas Company 


HE Kansas City Industrial Fuel Gas 
Company has asked the public service 
commission for authority to operate a general 
as company in Kansas City, Jackson and 
ay counties, according to the St. Louis 
Times. The company proposes to compete 
with the Kansas City Gas Company, a Henry 
L. Doherty property, which now supplies the 
city was gas. The Times states further in 
regard to this application: 


“The company, in asking for a certificate 
of convenience and necessity, filed a copy 
of the charter issued by Kansas City, Febru- 
ary 9th, last, authorizing the company to 
operate gas pipes in the streets and alleys 
of Kansas City. 

“The company has a capital of only $2,000 
and the officers are Arthur S. Butterworth, 
president, and Harry K. Ihrig, secretary 
and treasurer. 

“The application declared there is need 
for another gas company in Kansas City, 
‘just as there is and was for two gas com- 
panies and two light companies in St. Louis,’” 


@ 
Montana 


Great Northern Case Is Ap- 
pealed to Supreme Court 


4k - Supreme Court of the United States 
has been asked to review the findings 
of the United States District Court for 
Montana organized as a statutory court in 
the case of Public Service Commission of 
Montana v. Great Northern Utilities Com- 
pany, according to the United States Daily. 
The court had issued an injunction restrain- 
ing the state commission from putting into 


effect minimum gas rates at Shelby where 
two companies were competing. 

The Great Northern Company had low- 
ered its rates below those of its competitor, 
and thereupon the commission fixed the min- 
imum rate. The state’s supreme court up- 
held the commission order but the Federal 
court upset it. The statutory court held that 
the statute giving the commission power to 
fix minimum rates was valid but that there 
had been abuse of the discretionary powers 
by the commission in interfering with the 
right to compete. 


z 
New Jersey , 


Commutation Fare Case Goes 
to Commission 


T= application of the Lackawanna Rail- 
road for increased’ commutation fares 
was taken under advisement by the Inter- 


state Commerce Commission and the New 
Jersey Public Utilities Commission on Oc- 
tober 19th after extensive hearings. The 
railroad is asking a RF cent raise on the 
electrified portions ar? 15 per cent on the 
steam sections. ts 

The general counsel of the railroad, W. 
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S. Jenney, at the conclusion of hearings, ac- 
cording to the Newark News, asserted that 
the way earnings are going now the com- 
pany will never electrify another mile. The 
fact was brought out in testimony that 20 
per cent of all the revenues received from 
commutation service goes towards taxes be- 
cause of the method of allocation. The wit- 
ness who made this statement expressed the 
belief that taxes should be allocated on the 
basis of value of property and not upon reve- 


nues deriv 


Rate Reduction Without Proof 
Is Not Permitted 


5 e~ secretary of the board of public util- 
ity commissioners, in reply to a demand 
by the Utility Consumers’ League for an im- 
mediate reduction in gas and electric rates, 
has informed the president of the league that 
the board can order a change only upon 
evidence establishing that existing charges 
are unjust or unreasonable. Concerning the 
powers of this commission to order an 
“emergency reduction” it is stated: : 
“Replying to your letter of the 2nd _in- 
stant, may I call your attention to the fact 
that you misapprehend the powers of the 
board. You suggest that the board ‘order a 
suspension of the present rates in operation 
for the Public Service Gas and Electric 
Company.’ If you will turn to § 17 of Chap. 
195, Laws of 1911, creating the board, you 


will notice that the board has now power 
to ‘suspend’ an existing rate and that the 
power of suspension only extends to a pro- 
posed increase of existing rates, and that 
this power can only be exercised in a pro- 
ceeding as to the justice and reasonableness 
of the proposed increase. As no proposal 
to increase existing rates is before the board, 
the board is wholly without power to take 
the action you suggest. 

“If the board had power to suspend the 
existing rates, you will agree that such pow- 
er should not be exercised, since if it were 
exercised pending hearing the result would 
be to put into effect the last previously ex- 
isting rate, which in the instances of the 
electric and gas rates were in general higher 
than the rates now in force. 

“Apparently you also misapprehend the 
board’s power to change existing rates. You 
say that the board has ‘authority’ to change 
rates charged by a utility company ‘at any 
time.’ If you will turn to § 16 of the act 
you will notice that the power of the board 
to reduce existing rates can be exercised 
only where the existing rates are deter- 
mined to be unjust or unreasonable, which 
determination can only be made as the result 
of a formal hearing, upon notice. Such a 
proceeding requires evidence establishing the 
existing rates to be unjust and unreasonable 
and the rates that may be ordered into ef- 
fect to be just and reasonable, which testi- 
mony must include testimony of the ‘present 
value’ of the property of the company ‘used 
and useful’ in the service rendered.” 


= 


New 


Utility Attacks Emergency Rate 
Reduction Proposal 


OUNSEL for the Westchester Lighting 

Company, in a brief filed with the New 
York commission, oppose the motion by the 
corporation counsel of New York and the 
corporation counsel of New Rochelle for an 
emergency reduction in electric rates. It is 
asserted that there is no basis upon which the 
commission could act as no evidence has been 
introduced. The motion is based upon tables 
which were marked for identification before 
the commission purporting to show the com- 
putation by a witness for the city of the aver- 
age fixed capital for the year 1930, his esti- 
mate of what he thinks should be the work- 
ing capital to be added thereto, the operating 
revenues for the entire year 1930, the revenue 
reductions for the entire year, his computa- 
tion of the operating income for the entire 
year, and his computation and recomputation 
of the rate of return which the operating 


Y ork 


income so calculated for the entire year 
yielded upon his estimate of the average, 
fixed and working capital. It is declared 
that all these elements are controversial and 
that there has been no opportunity to check 
these schedules and to cross-examine the wit- 
ness. 

The point is also made that there has been 
no attempt to show that the company’s total 
revenues from its entire public service are 
more than a fair return on the total present 
property or investment, and that the commis- 
sion has no evidence before it to show how 
the rate schedules should be adjusted for the 
various classes of consumers. 

Reference is made to an argument by 
counsel for the city of New York in 1921 
against a temporary increase in rate sched- 
ules, at which time an em cy increase 
was denied by the commission. At that time 
the city argued that even temporary rates 
must be reasonable, and that the commission 
could not reach a conclusion by merely read- 
ing certain data put in the record by the pe- 
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titioner without an opportunity for rebuttal 
by opponents of the rate increase. 

No emergency or necessity, it is declared, 
exists for a temporary change in electric 
rates. The brief implies that the move for 
a speedy reduction is prompted by “political 
striving’ which seeks “preélection publicity.” 
The statute providing for emergency changes 
in rates, it is contended, contemplates a sit- 
uation where the facts appear with reason- 
able certainty and are practically beyond con- 
troversy and the interested party has been 
reasonably and sufficiently heard. The stat- 
ute speaks in terms of the “preservation of 
the property” for “the purpose of providing 
adequate and efficient service.” 

The company advances the view that if, 
however, there should be established a tem- 
porary reduction in electric rates there is 
just as much evidence to justify a temporary 


increase in gas rates of the same company, 
but the opinion is advanced that the whole 
matter of both gas and electric rates should 
be ey studied before any change is 
ma 


Counsel for the city of New Rochelle has 
filed a reply to this brief stating that on the 
sworn report of the company to the public 
service commission, the company is making 
nearly twice as much money as the law al- 
lows. 

This case is of particular interest because 
of the question involved of granting emer- 
gency decreases in rates. The commissions 
throughout the country during the period of 
rapidly increasing costs granted temporary 
increases in rates and now the question will 
have to be decided as to when and under 
what circumstances temporary decreases may 
be ordered. 


@ 
Ohio 


Ordinance Fixing Gas Rates 
Is Enjoined 


A“ ordinance recently passed by the Tole- 
do council fixing gas rates for the 
Northwestern Ohio Natural Gas Company 
at 75 cents for the first thousand cubic feet 
and 50 cents per thousand thereafter has 
been temporarily enjoined by Federal Judge 
George P. Hahn. A special master will take 
evidence to determine whether the injunction 
should be made permanent. A permanent 
injunction has been granted against a straight 
50-cent rate formerly fixed by the city 
council. 

The present effective rate is 75 cents for 
the first thousand, 60 cents for the next, 45 
cents for each of the next three, 55 cents for 
the next, 60 cents for the next four, 65 cents 
for the next ten, and 67 cents for each thou- 
sand over 20,000 used per month. The com- 
pany declared that even under existing rates 
during the past twelve months the business 
had suffered an actual operating loss of 
$128,000 without deductions for depreciation 
or return. If return were allowed at 8 per 
cent and depreciation at 4 per cent, the util- 
ity contends that its loss for the past year 
would amount to a total of $936,000. It is 
declared that even by the city’s own valua- 
tion, the new rates would fall short by $788,- 


Pending final determination of the valid- 
ity of the ordinance, the company has been 
required to post a bond of $150,000 to in- 


sure refund of all overcharges if the ordi- 
nance rates are sustained. 


* 


Fairness of Gate Rate for 
Gas Is Disputed 


HE opinion has been expressed by an ex- 

pert witness for the city of Columbus 
that the Columbus Gas & Fuel Company 
should not pay more than 27.21 cents a thou- 
sand cubic feet for wholesale gas at the city 
gate. City experts had made a survey of 
the properties of the Ohio Fuel Gas Com- 
pany, wholesalers, which sell to the Colum- 
bus Gas & Fuel Company. Both are con- 
trolled by the same holding company. 

The company has maintained that it must 
charge the same wholesale rate throughout 
Ohio because the lines are interconnected. 
The city asserts that Columbus should not 
be made to pay for the extra pipes neces- 
sary to furnish gas to Toledo and other 
northern points. The Columbus Company is 
said to be under contract with the Ohio firm 
to pay 40 cents for wholesale gas. 

A final decision by the commission on the 
question of gas rates in Columbus is expect- 
ed before the end of the year, according to 
the Columbus Dispatch. The commission is 
asked by the company to set the rate at ap- 
proximately 69 cents instead of the present 

cents. The commission may fix a rate 
different than either one of these, however, 
if the evidence justifies it. 


e 
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Oregon 


Rate Procedure Under New 
Law Is Not Clear 


ust how a city should proceed in adopt- 
J ing an ordinance to regulate rates under 
the new Oregon statute providing for ap- 
proval by the public service commissioners 
does not seem to be clear. The question has 
been raised in Lakeview where the city coun- 
cil contemplated a vote by citizens on a pro- 
posed ordinance to regulate rates of the West 
Coast Telephone Company, which renders 
service in that city. fool 

The council was informed by Commnission- 
er Thomas, according to the Portland Ore- 
gonian, that it was not entitled to his opin- 
ion as to the merits of the proposed measure 
until after the council had taken affirmative 
action. The council, however, did not in- 
tend to take action other than place the 
proposition upon the ballot at the next elec- 
tion. The Oregonian states: 

“The statute of 1931 is not clear as to 
whether or not the city must stand the ex- 


pense of an election, then submit the ordi- 
nance to Commissioner Thomas, and then 
hold another election in the event it does not 
meet with his approval. However drafted, 
the statute seems to have ignored the ex- 
istence of the power to initiate or refer or- 
dinances. 

“The council will not adopt the ordinance 
itself because the city might be dragged into 
expensive litigation in the Federal court if 
it tried to enforce it. The council would 
prefer to see some other municipality be the 
first to try to regulate a public utility under 
the authority granted by the law of 1931 
because Lakeview cannot afford to defend 
the regulatory ordinance which local voters 
may adopt. 

“The election is expected to be close be- 
cause many voters feel that the matter should 
ride until the legislature will appropriate suf- 
ficient funds to pay for the litigation that 
Lakeview appears to be headed for if the 
city tries to tell the West Coast Telephone 
Company how it shall run its local exchange 
and what rates it may charge.” 


z 
Pennsylvania 


Complainants Press Appeal in 
Scranton Water Case 


C=. for complainants against rates 
established by the public service com- 
mission for the Scranton-Spring Brook Wa- 
ter Company have filed a brief in superior 
court to sustain their appeal. 


The valuation of $43,650,000 is attacked 
and the motives of commissioners and the 
water company attorneys are questioned. The 
brief states that the company’s case is “taint- 
ed with falsehood and fraud.” 

It is asserted that the company’s property 
was built up out of excessive revenues and 
that excessive refinancing costs have been 
passed on to the public. 


= 
South Carolina 


Statewide Attack Is Made on 
Telephone Rates 


STATEWIDE effort to obtain lower rates 

for telephone service has been started 
with the circulation of petitions for the state 
railroad commission to order a reduction of 
charges, according to the Charleston News 
& Courier. The petitions are sponsored by 
the Columbia Transportation Bureau. This 
paper states: 

“Numerous individual protests against tel- 
ephone rates have been received by the com- 
mission this year, and in spite of the lack 
of concerted action the commission ordered 
an investigation and held several hearings 


into the feasibility of a reduction in telephone 
charges. 

“The forty-odd telephone companies in the 
state were ordered to assemble and present 
data on their operations and revenue returns 
at the time of the hearings. The response 
has been insufficient to continue the case, 
however, commissioners said. 

“Lack of a state appropriation to finance 
an independent investigation further handi- 
capped the commission, and no action has 
been taken recently upon the rate case. 

“Under plans of the Columbia Transpor- 
tation Bureau, the petitioners would assem- 
ble enough force to press action through the 
railroad commission and renew the rate in- 
vestigation or initiate another.” 
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The Latest Utility Rulings 





Regulatory Racketeering Is Denounced by the 
Indiana Commission 


ee ees is the latest men- 

ace in the field of utility regula- 
tion according to an opinion handed 
down by Commissioner Cuthbertson, of 
the Indiana commission, when the 
commission refused to proceed in an 
investigation of electric rates in -the 
city of Franklin under the provisions 
of what was termed a “champertous” 
contract. The commission will, how- 
ever, proceed with the investigation on 
its own motion. 

The proceeding which was con- 
demned in such terms arose upon the 
filing of a petition by one Jap Jones 
asking for an investigation of electrical 
rates in Franklin and bearing the sig- 
natures of nineteen other parties. The 
commission, however, became aware 
through other sources that there was 
a contract between Mr. Jones and the 
city of Franklin which had to do with 
the institution of the instant proceed- 
ing. The commission accordingly is- 
sued subpoenas for Mr. Jones and for 
the city clerk. The city clerk testified 
that a contract had been executed be- 
tween Mr. Jones and the city, but 
had been withdrawn from the files by 
the city attorney. The city attorney 
appeared at the hearing and, although 
declining to be sworn as a witness, 
produced the contract. This interest- 
ing document revealed that the city 
was willing to pay Mr. Jones 25 per 
cent of the amount saved to all custom- 
ers of electricity in Franklin for a 
period of one year, assuming that Mr. 
Jones would be successful in having 
the electrical rates reduced. Commis- 
sioner Cuthbertson’s opinion stated: 


“The contract in question, on its face, 
has all the elements of champerty, show- 


ing that the said Jap Jones is to employ 
and pay attorneys, appraisers, auditors, and 
experts to conduct a trial of said cause for 
a share of the amount saved by all con- 
sumers of electricity in the city of 
Franklin for a period of one year. 

“Nothing appears in the petition or in 
the contract that the said Jap Jones, at the 
time the contract was executed or now, 
has any interest either direct or remote, 
of the litigation. And it is a well-known 
fact that Mr. Jap Jones is a resident of 
Martinsville, Ind., and could in no sense 
be an interested party in any proceeding 
by the city of Franklin or the consumers 
of electricity in such city.” 


Commissioner Cuthbertson _ then 
called the entire transaction “a fraud 
upon the public, the consumers of elec- 
tric current in the city of Franklin, and 
the taxpayers of that city,” and pointed 
out that the commission maintains a 
staff of engineers, accountants, and 
other experts to serve the public in pro- 
ceedings of this kind. Turning his 
attention to the general spirit behind 
such tactics, Commissioner Cuthbertson 
expressed severe disapproval as fol- 
lows: 


“There is another feature of this con- 
tract and in this entire transaction that is 
repugnant to every element of public 
policy, in that it is a recognized fact that 
so-called racketeering has supplanted and 
crowded out legitimate business in this 
country and is fast entering into the field of 
governmental activities, and that the trans- 
action in question is conclusive evidence 
of the fact that such so-called racketeering 
is being introduced into the field of utility 
regulation in the state of Indiana to the 
great detriment of the public and a thing 
that this commission feels its duty to 
place its stamp of disapproval upon and 
to allow the public to be advised of their 
rights in seeking redress and obtaining 
adequate public utility service in conform- 
ity with the law and the rights of the 
public to receive service from this com- 
mission in conformity with the law and 
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without obligating themselves to divide 
that which is theirs among those who are 
introducing a system of racketeering for 
their own selfish gain.” 


e 


North Whitesides Co. et al. v. Public 
Service Co. of Indiana. (Ind.) No. 
10613. 


Georgia Utilities May Cut Rates to Meet 
Unregulated Competition 


on between the Georgia Power 
Company and America’s only county- 
owned electric plant, the Crisp coun- 
ty municipal plant, for the electrical 
patronage of the little city of Cordele, 
has apparently reached the final round. 
This controversy sprang into nation- 
wide prominence, in regulatory circles 
at least, because it involved a public 
service commission taking a hand in a 
rate war when it had jurisdiction over 
only one of the combatants. 

The battle started more than a year 
ago when the Crisp county officials re- 
duced rates 10 per cent in the city of 
Cordele in an effort to attract patron- 
age from the competitive service of the 
Georgia Power Company. The Georgia 
Power Company met this challenge 
with a 50 per cent cut effective only 
in Crisp county. At this point the 
Georgia commission came into the pic- 
ture and cited the privately owned 
utility to show cause why it should not 
reduce its rates throughout its entire 
territory to the level of those proposed 
for the city of Cordele. 

The company resisted the order of 
the commission by commencing an in- 
junction proceeding which was termi- 


go: rate war which has been going 


nated against the company’s contention 
when the Georgia Supreme Court held 
that the commission had a right to 
proceed with the case. Now the com- 
mission concluded its investigation, and 
in an order handed down October 
17th sustains the right of a public 
utility to reduce rates to meet competi- 
tion of a municipal utility. It was 
pointed out that the Georgia commis- 
sion, having no jurisdiction over mu- 
nicipal plants, had no authority to hold 
both competitors to a uniform rate 
level. The state commission’s order 
reads: 


“The competitive situation at Cordele 
is entirely different from that existing in 
the other territory served by the Georgia 
Power Company, and although it is highly 
desirable that uniform rates for each class 
of service be applied to all customers alike 
throughout the territory served by said 
company, it is the opinion of the commis- 
sion that if the Georgia Power Company 
charges the same rates as charged by the 
city of Cordele, although lower than the 
maximum rates prescribed by the com- 
mission, this does not constitute unjust 
discrimination against the other customers 
of the Georgia Power Company outside 
of Cordele.” 


Re Georgia Power Co. (Ga.) File- 
18220. 


e 


Telephone Subscribers Are Not Permitted to Desert 
Small Rural Exchange 


# bv. Indiana commission has denied 
a petition of subscribers of a small 
telephone exchange, situated at Crom- 
well, Indiana, to be served directly 
from an exchange at Syracuse, Indiana, 
both exchanges being operated by the 
Central Lakes Telephone Corporation. 
The petition alleged inadequate service 


from the Cromwell exchange, but the 
commission found that the charges of 
service deficiency were unfounded. 
Chairman McCardle’s opinion stated : 


“It is very evident that the petitioners 
in this cause are objecting more to the toil 
charge of 10 cents between Cromwell and 
Syracuse than to any service condition. 
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To comply with their request to be directly 
connected with the Syracuse exchan 
would be to eventually disable not only 
the Cromwell exchange but, by precedent, 
many other small exchanges that have 
heretofore served their communities at a 
very reasonable rate.” 


The opinion also pointed out that the 
situation was not different from that 
found in many other communities of 
the state, that is to say, a small ex- 


change which has had an existence for 
many years and has furnished service 
is being encroached upon by the larger 
exchanges surrounding its territories, 
While this situation is unfortunate, it 
is one for which the commission can- 
not be held responsible and over which 
it probably has limited jurisdiction, 
Steinacker et al. v. Central Lakes 
Telephone Corp. (Ind.) No. 10644. 


7 
Further Trial under Natural Gas Required before Rate Change 


HE Georgia commission has denied 
a petition by the Atlanta Gas Com- 
pany and associated corporations for a 
general increase in natural gas rates. 
Chairman James A. Perry said in part: 


“The commission points out that like all 
other business throughout the country, the 
gas company is experiencing a period of 
depression unknown for many years, but 
the record shows that the gas company is 
not experiencing difficulties calling for 
emergency rates and that in the opinion of 
the commission sufficient time has not 
elapsed to give a true picture of the effect 
of the gas company’s business incident to 
the change from manufactured to natural 
gas. 
“The commission finds that the record 
in the case shows the value of the Atlanta 
Gas Company’s property includes a large 
amount of property which has been con- 
structed for future development but is not 
at this time actually being used by the 
public. 

“It is the opinion of the commission that 
the present customers, or ratepayers, of the 
Atlanta Gas Light Company should not be 


burdened with rates sufficiently higher to 
yield what might be considered a reason- 
able return on an excess development of 
property that is not actually needed or 
used in serving the public at this time. 
The opinion of the commission is that the 
rates now being charged will yield a rea- 
sonable return upon the value of the prop- 
erty actually used in serving the present 
customers.” 


The commission attacked the qualifi- 
cations of a witness produced by the 
city of Atlanta as a valuation expert. 
It was conceded that he might be 
learned in utility economics, but on his 
own admission he had never built or 
planned a gas works or had actual engi- 
neering experience. The commission 
also criticized the theory of valuing a 
substitute plant advanced by the city’s 
representatives instead of the valuation 
of the actual plant in use. Re Atlanta 
Gas Light Co. et al. (Ga.) File 16866, 
18223, 18387, 18129. 


& 
Flat Rate Taxicabs Are Prohibited in Philadelphia 


IKE many other large eastern cities, 
Philadelphia has recently been the 
scene of a cut-rate taxicab invasion, 
with the exception that in Philadelphia 
flat raters, because of the authority of 
the public service commission over 
taxicabs, have been obliged to do most 


of their operating under cover. The 
commission recently cited thirty in- 
dependent operators to appear and an- 
swer the complaint of the Yellow Cab 
Company alleging that they were op- 


erating unlawfully in that they were 
charging flat rates. The complaint was 
sustained. 

The commission held that the prac- 
tices of these taxicab operators solicit- 
ing passengers at so-called flat rates 
for transportation to ball parks, boxing 
arenas, and other specified points, not- 
withstanding the fact that their tariff 
schedules on file with the commission 
provided that all charges should be 
computed as shown by taxi meters, 
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were violations of the Public Service 
Company Law, which makes it unlaw- 
ful for any public utility to charge 
rates for service different from those 
shown by its lawfully filed tariffs. 
The commission also held that the 
operations of taxicab drivers from 
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stands or other starting points different 
from those to which they have been 
limited are without the commission’s 
prerequisite approval and in violation 
of the law. Yellow Cab Co. v. Farley 
et al. (Pa.) Complaint Docket Nos. 
8542 et al. 


3d 


Other Important Rulings 


HE Washington Supreme Court 
Tis decided that the commission of 
that state, in the exercise of its statu- 
tory powers over the rates and service 
of a telephone company, may properly 
inquire into the system employed by 
such a company for computing charges 
for telephone service, and into the 
mechanical devices, such as telechron- 
ometers, employed by the company for 
determining such charges, without un- 
duly encroaching upon the managerial 
discretion of the company. The court 
sustained an order of the commission 
directing a telephone company to dis- 
continue the use of telechronometers, 
a device for computing charges for 
telephone service on the basis of the 
actual talking time consumed by sub- 
scribers. State ex rel. American Tele- 
chronometer Co. v. Baker et al. (Wash. 
Sup. Ct.). 


The Utah Public Utilities Commis- 
sion has departed from its customary 
policy of refusing to authorize motor 
carrier competition tending to jeopard- 
ize existing railroad service to the ex- 
tent of permitting, as an experiment 
for one year, a railroad company itself 
to substitute motor passenger service 
for a previously operated train service 
as a possible means of augmenting its 
net revenues, and thereby enabling it 
to continue its remaining rail service. 
The commission’s approval of the in- 
novation, however, was upon express 
condition that the company should make 
a quarterly showing that such motor 
operations were tending to preserve and 


not to destroy its rail service. Re Salt © 


Lake & Utah Railroad Co. (Utah) 
Case No. 1214. 
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The supreme court of Washington 
has sustained the constitutionality of 
the motor carrier law of that state 
against the attack of a trucking com- 
pany attempting to operate without a 
certificate from the state commission. 
The court held that the law did not 
create monopolies in contravention of 
a provision of the state Constitution, 
but that on the contrary the “monopoly” 
prohibited by that organic law was re- 
stricted to an enterprise whose activity 
was hostile to public welfare and hence 
did not apply to motor carriers who 
could be compelled at all times to ren- 
der adequate service at reasonable 
rates. State ex rel. Department of 
Public Works v. Inland Forwarding 
Corporation (Wash. Sup. Ct.) No. 
23138, 2 Pac. (2d) 888. 


Telephone service to a group of pros- 
pective subscribers situated between 
two telephone companies was ordered 
by the Connecticut commission to be 
extended by that company whose terri- 
tory was more naturally related for 
purposes of commercial intercourse 
with the common area, notwithstanding 
a territorial agreement between the two 
companies. The commission stated 
that such companies could not by such 
territorial contracts discharge them- 
selves from their public utility obliga- 
tion to serve residents in a part of a 
territory in which they have already 
established service. Jones et al. v. 
Southern New England Telephone Co. 
(Conn.) Docket No. 5666, 


The Indiana commission, in the exer- 
cise of its statutory duty not to permit 
the establishment of a second electric 
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utility in a territory already adequately 
served, refused to authorize the city of 
Huntington, which operated an electric 
plant for its own street lighting, to 
engage in a general commercial lighting 
service in the absence of evidence that 
public convenience and necessity re- 
quired the additional service so pro- 
posed. The city of Huntington is al- 
ready served by the Northern Indiana 
Power Company. Re City of Hunting- 
ton (Ind.) No. 9742. 


The Montana commission, in denying 
separate applications for private motor 
carrier certificates between Lewistown 
and Billings, Montana, has overruled 
the contention that, in considering an 
application of a private carrier, desig- 
nated by the new Motor Carrier Act of 
1931 as a “class C motor carrier,” for 
a permit to use the public highways, the 
commission is not permitted to consider 
the question of public necessity and 
convenience. The applicant’s conten- 
tion, which was made upon a motion to 
strike out evidence introduced by pro- 
testants, urged that the term “certifi- 
cate of public convenience and neces- 
sity” was merely a phrase used by the 
legislature to designate a favorable find- 
ing of judgment which the commission 
might render on an application for a 
permit. The commission, construing 
the Motor Carrier Act of 1931, was of 
the opinion that the legislature intended 
that the commission should exercise 
actual discretion and make a finding 
that public convenience and necessity 
required the proposed operations as a 
prerequisite to the grant of any cer- 
tificate. Re Private Motor Carrier 
Service (Mont.) Docket Nos. 1101, 
1102, Report & Order No. 1604. 


The New Mexico commission has 
dismissed a complaint by a hotel owner 
against a power company for refusing 
to serve him current for both light and 
power purposes through a single wiring 


system at rates less than the regular 
lighting rates. The complainant, under 
a former city ordinance, had so wired 
his premises as to use current for 
power purposes over the same installa- 
tion as used for lighting. For him to 
change the installation so as to provide 
a separate wiring system for power 
purposes would involve an expense of 
several thousand dollars. The commis- 
sion pointed out, however, that the 
power company was not at fault, as it 
would be impracticable and unreason- 
able to establish a mixed rate that 
would apply to all customers, and that 
the blame, if any, should rest upon the 
city for permitting the petitioner to 
wire his property in its present manner. 
Seaberg v. Raton Public Service Co. 
(N. M.) Docket No. 99. 


Chief Justice Samuel K. Dennis, of 
the Maryland Circuit Court of Balti- 
more, signed an order calling for issu- 
ance of injunctions to restrain the 
referendum on a taxicab bill enacted by 
the last Maryland legislature upon pro- 
ceedings commenced by the Yellow Cab 
Company. The law, which would have 
given the public service commission 
complete regulatory supervision of taxi- 
cabs, was subject to a provision of 
Maryland statutes restraining its en- 
forcement pending a referendum by 
the electorate providing that 16,000 
names calling for such a referendum 
could be secured. A petition bearing 
more than 16,000 signatures was filed 
with the secretary of state, whereupon 
the Yellow Cab Company brought suit 
attacking the validity of the petition on 
grounds that many of the names were 
fictitious and procured by fraud by 
taxicab operators seeking to evade 
regulation. The papers in the suit stat- 
ed that the fictitious names included 
such appellations as John Doe and 
Shad Roe. Yellow Cab Co. v. Wine- 
brenner (Md.). 


Nore.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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